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ABSTRACT
With deterioration and neglect of large, centrally planned rural water schemes, alternative institutional
arrangements for rural water management have focused on devolution of authority for decision making,
design and operations to local governments. The aims of this reform are, in part, to increase the
responsiveness of rural water providers to customers' demand preferences, as well as to increase
transparency of operations, in order to reduce corruption.
An in-depth analysis of three devolved rural water schemes under the People's Plan policy framework in
Kerala, India provides evidence to suggest that achieving greater responsiveness and transparency is a
result of more complex institutional arrangements that are neither purely devolved nor purely central.
Localizing decision making holds promise for incorporating beneficiaries in decision making processes,
thus providing better demand information to the provider and creating incentives for the provider to
respond to this information. Monitoring of local service providers must be a concerted effort of many
different sources, including users as well as external bodies, in order to provide a credible deterrent to
misconduct.
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Chapter 1: Introduction
With thousands of miles of dry pipeline and a reduction in the percentage of residents receiving
water in rural areas over the 1980s, the conventional approach to rural water delivery in developing
countries, in which a state agency plans for large-scale coverage according to physical targets, has been
considered a failure (Briscoe, 1988). The problems lie not in the technical inability of these providers to
supply drinking water, but in the organizational constraint of large, centralized water authorities to
address users' needs. As such, scheme beneficiaries realize little value in these projects, which leads to
neglect of system maintenance and deterioration. Consensus has formed that the main problem for failure
and non-sustainability for rural drinking water projects is that providers do not know, or simply ignore,
local conditions and consumers' preferences (Rondinelli, 1991).
Improvement of rural water delivery thus requires a demand-driven approach, in which users'
actual preferences, as opposed to physical targets, drive the provider's decisions on service. A measure of
users' willingness to pay for differing levels of service, usually through introduction of user fees that
reflect the costs of varying technologies, would provide a gauge for how users value their preferences.
The success of this system depends on two key factors: better quality of demand information and the
creation of incentives to act on this information. Ultimately, rural water systems, which actually match
customer needs, would generate greater value for users, increasing sustainability. The question remains
whether large public agencies can be reengineered to be responsive to local demand preferences.
Although Prud'homme (1995) notes that, in theory, nothing inherent about a central authority
prevents it from differentiating according to local preferences, arguments to the contrary emphasize the
real political and institutional conditions that exist in public agencies in developing countries that
preclude creation of incentive structures, backed by strong accountability mechanisms. The absence of
these mechanisms results in the development of unresponsive, corrupt and wasteful behavior by
centralized water authorities (Bird, 1995). Accountability means more than just the ability to monitor
provider behavior, but also the ability to change the provider's behavior to meet service goals. This
requires the establishment of institutions that allow users or regulators to wield real control over their
provider.
Political constraints to reform of public agencies in developing countries have led policy makers
to focus on two different institutional forms for execution of demand-driven service provision: the
regulated, privatized agency and the devolved, community-based provider. In a privatized scheme,
customer responsiveness will be driven by the desire for profits. If customers are not receiving the type
of service they want, they will not pay for it, thus leaving the company to adjust provision according to
preferences or go out of business. However, conditions in rural areas, e.g., dispersed population and
lower per capita usage, result in extremely high unit costs, both fixed and on-going, for distribution of
potable water. Private investors are generally unwilling to undertake such risky investments.
In rural areas, devolution of water provision to locally elected governments is viewed by many
policy makers as the next best alternative. By completely removing decision-making power on design,
construction and operations and maintenance (O&M) from the central water authority and giving that
power to local agents, new incentive systems and accountability mechanisms can be developed that would
make the local water provider more responsive and more transparent than the centralized one.
The promise of devolution lies in its ability to provide the environment for creation of other
mechanisms to increase user influence over the process of water supply planning, as well as to increase
external accountability. Reinventing service provision at the local level requires flexibility in recognizing
unique opportunities and constraints that each local level context presents. Therefore, reforms require an
expansion beyond general procedures to institutions that address the specific issues of particular contexts
and services.
Devolution of rural water supply under a larger policy framework of devolution of authority for
services to popularly elected local governments in Kerala, India provides an opportunity to empirically
explore this debate. Before the program of devolution - known as the People's Plan Campaign - began in
1996, rural water supply was the purview of a statewide, quasi-governmental water agency, the Kerala
Water Authority (KWA). As a result of KWA's neglect of rural customers in providing new services and
managing of on-going rural schemes as well as fiscal crisis, the state government has decided to abandon
large-scale, master-planned rural service in favor of small, locally-managed water projects, with an aim to
better addressing citizens' felt needs and increasing transparency of provider actions.
This transition provides the opportunity to investigate the nature of institutions, in their
composition and incentive structures, at the local level that allows for better performance as compared to
the KWA. While there are many valid measures of performance in water delivery, such as efficiency,
e.g., cost per user, and outreach to the poor, I will define performance as ability to increase
responsiveness to user demand and to increase transparency of operations, with an aim to reducing
corruption. To the extent that the water provider better matches service with customers' preferences in
both level of service and O&M, the agency is more responsive. A more transparent water provider opens
the processes of decision making in design and operation to public scrutiny and monitoring.
In a study of three devolved water schemes, two have been able to improve performance to
varying degrees in respect to responsiveness and transparency, while one clearly has not. This raises the
question, what explains this heterogeneity in performance outcomes under a devolved planning
framework? The creation of local level institutions that directly included users in the processes of
decision-making provided a mechanism whereby users could change the local provider's behavior
according their own preferences, resulting in more responsive actions. Additionally, those projects with
increased levels of external accountability proved to be more transparent than those that relied primarily
on users to monitor planning processes. This thesis will detail the innovative institutional arrangements
created by the devolved water agencies.
Due to limited data regarding local level politics and history, the focus of this thesis will remain
on the nature of institutions and not on their development. However, it is important to note that answers
to why these institutions for accountability were created in some cases and not in others are important to
policy makers. In-depth analysis of the different conditions - political, social and environmental - that
either existed or were fostered and that allowed for the evolution of more powerful accountability
mechanisms will help policy makers understand the circumstances under which devolution of water
authority to local bodies will actually reap the performance benefits proffered. Such evidence can focus
attention away from the extremes of centralized versus devolved, to a more nuanced discussion of actual
arrangements in the composition and incentive structure of institutions that blend these conventional
typologies. This area is an important focus for future research.
Finally, there will be a brief exploration of whether these mechanisms developed for devolved
water provision could potentially be used to elicit better performance in other types of services. This
analysis will help to highlight the importance of service characteristics in the creation of local level
accountability mechanisms. This has direct implications for the current program of devolution in Kerala,
as many services are being devolved to local bodies under a uniform policy framework.
This thesis is organized as follows. Chapter 2 provides an overview of the literature on
decentralization of service provision, with a particular emphasis on the theoretical gains in terms of
responsiveness and transparency in moving from a centralized service provider to a devolved provider.
Chapter 3 presents a description of my study site, Kerala, and an explanation of my methodology.
Chapter 4 briefly describes the provision of rural water in Kerala before and after the program of
devolution. Chapters 5 and 6 present the results of analysis of the devolved water authorities in regards to
responsiveness and transparency, respectively. Chapter 7 concludes with a summary of key issues in
devolution of rural water supply and relates them to the larger context of service devolution under the
People's Plan in Kerala.
Chapter 2: Theoretical Overview
Background
Decentralization has been advocated as a necessary reform in rural water delivery because it is
theorized to encompass institutional elements that counteract the poor performance of centrally planned
and administered water services. The problem arises because policy makers often use the term
"decentralization" without explicitly describing what it means. The reason for the lax use of this term
stems from a desire to achieve the benefits promised by early economic literature on "decentralization",
e.g., greater responsiveness and allocative efficiency (Oates, 1972). Policy makers often fail to recognize
that, in practice, the particular local-level institutional arrangements, which structure power between the
provider and its customers, determine whether these benefits will be realized.
Although the rationale for decentralized services began in the economic literature as a way to
maximize allocative efficiency of public goods, the policy literature has focused on the particular
institutional reforms and arrangements necessary to achieve this theoretical gain. This chapter will trace
the evolution of various meanings and definitions of decentralization in order to show how theorists have
grown to recognize the importance of accountability mechanisms in achieving the benefits of localized
planning, particularly greater responsiveness and transparency. Ultimately, the goal of decentralization is
stated succinctly by Gershberg (1998): "performance accountability leading to improved outcomes in
service provision." This is where the aims of decentralization of public services and that of the demand-
driven approach to water provision intersect. With emphasis on accountability, decentralization becomes
an effort to restructure institutions in order to change in the structure of power between actors,
particularly the service provider and its users (Agrawal, 1999a).
Economic Roots
According to economic theory, decentralization, defined as the shift of responsibility for service
provision from central government to local governmental or administrative units, is seen as a superior
way to match public sector services and goods to local preferences, thus maximizing overall economic
well-being. This idea is based on the neoclassical assumption that an individual is the best judge of his
own preferences. When there is a well-functioning market, individuals are able to choose a level of
consumption in order to maximize their utility. Aggregating the results of such behavior maximizes
overall economic welfare (Cremer, 1995; Mackintosh, 1999).
However, in the case of public goods, such as water supply, a well-functioning market does not
exist, due to the monopoly nature of the production. Urban bias and high cost of investment make private
investors less willing to supply water to rural areas, generating an even greater need for government
intervention. In these cases, decentralized public service provision presents the next best alternative to
the market. According to Oates' decentralization theorem, the variance in the preferences for a public
good in local areas are always less than the variance in national preferences for that same good
(Mackintosh, 1999). Therefore, service provision should be decentralized to lower levels of government
in order to take advantage of this increase in economic welfare resulting from superior alignment of
provision with preferences, as long as this gain is not outweighed by the loss in economic welfare due to
decreased economies of scale. Preferences are to be further maximized as users "vote with their feet" by
moving to jurisdictions that offer a mix of taxes and services that better match their preferences (Tiebout,
1956).
Critics of these early theorists point out that this theory is based on the assumption that local
levels of government are more sensitive and responsive to local populations than are central governments
(Rondinelli, 1989; Prud'homme, 1995; Smoke, 1999). Arguments for the assumed advantage of
information acquisition by local governments, e.g., either by direct observation, information provided by
those citizens around local officials or formal collection procedures, do not also take into account the
necessity for incentives to local authorities to use this improved information (Cremer, 1995). If indeed
local authorities could be made to act on the local populations expressed preferences, then
decentralization did promise better service outcomes in the face of preference heterogeneity.
In fact, various types of institutional arrangements have occurred under the generalized concept
of decentralization, which have developed their own terms and definitions. Deconcentration of service
provision occurs when the decisions on service levels are made by central government departments and
implemented by these departments through local field offices. Under delegation of service provision,
centralized departments also make the decisions on service levels, but these decisions are passed onto
local governments for implementation. Finally, devolution is the transfer of both the responsibility of
decision-making and implementation to autonomous local governments.
Evidence from practice shows that these different institutional arrangements have unique
incentive structures that determine whether or not local authorities are actually responsive to the
individuality of local preferences (Bird, 1995; Wunsch, 1991). In Cote d'Ivoire, the central government
created new local government structures, which would provide services to local populations. However,
the new local bodies enjoyed no autonomy but instead were used to merely implement centrally planned
programs (Agrawal, 1999a).
Public Policy Roots
In reaction to these limitations of economic decentralization theory, policy makers have shifted
the focus to creating institutional structures that make local authorities accountable to citizens. This
arrangement extends beyond merely understanding to whom the local provider are answerable, but
detailing the mechanisms in place to ensure that it will answer. Particularly, how can it be held
accountable (Rondinelli, 1991)? Accountability "bids to increase popular control over what local
government has done or left undone" (Blair, 2000). To be effective, these mechanisms, e.g., local
elections, courts, the media, must provide "counterpowers", e.g. voting out of office, adjudication of
disputes, exposure of misdeeds, to those who are subject to the actors holding decentralized power
(Agrawal, 1999b). Specifically, it matters whether the local authorities are answerable to the users of the
service, generally termed as "downward accountability" (Agrawal, 1999b).
As a result, theorists advocate that the process of democratic decentralization, or "the transfer of
resources and power (and often, tasks) to lower level authorities which are largely or wholly independent
of higher levels of government, and which are democratic in some way and to some degree," hold the
greatest potential for achieving the correct institutional incentives (Manor, 1999). This concept
recognizes that the ability of local level officials to exercise influence during the decision-making process
holds the greatest potential for these officials to shape or change outcomes. Therefore, the degree to
which decision making power was placed at the local level results in a greater transfer real power closer
to those affected by this exercise of power (Bird, 1995).
Democratic Decentralization
Democracy - defined as periodic and contested election with widespread participation - at the
lower levels of government provides the solution to both the problem of the assumed informational
advantage of local authorities to local preferences and the need for an accountability mechanism to ensure
that of local authorities act on those preferences. "By building popular participation and accountability
into local governance, government at the local level will become more responsive to citizen desires and
more effective in service delivery" (Blair, 2000).
First, democratization institutionalizes the informational advantage of local authorities by
creating the possibility for greater participation of all interests groups, including marginalized and poor
groups, in local governance (Agrawal, 1999a; Blair, 2000). Local authorities are elected precisely
because they demonstrate an understanding of the interests and needs of their constituents and further
promise to represent those interests in local government. Thus, participation "promises to increase
popular input into what local government does," with the hopes of designing service provision according
to popular preferences (Blair, 2000). However, this input is not in itself sufficient to ensure local
government action according to expressed preferences; a "control mechanism" is also required to translate
promises into action.
Localizing decision-making would make it easier for residents to become involved in governance.
This involvement would necessitate residents having better information about governmental affairs and
decision-making, resulting in greater transparency of operations. Periodic and fair local elections of those
who have received this devolved power for decision-making and provision of local water is envisioned to
be the accountability mechanism that would give users control over local government behavior. The idea
is simple: elected officials desire to be reelected, and therefore, if they do not provide services that meet
the needs of their constituents, they will be removed from office. This threat of ejection by users would
be an adequate incentive for actors in the local water authority to provide appropriate services (Agrawal,
1999b). The result would be a shift in the power structure. By essentially giving users control over
elected officials' jobs, users would be able to command actions by the local authority according to their
preferences.
Related to this logic is the idea that democratic decentralization would help realize "one of the
central aspirations of modernity: democratization, or the desire that humans should have a say in their
own governance" (Agrawal, 1999a). The argument that greater participation in decision making is a
positive good itself solidifies elections as the means to making local authorities accountable, without
examining whether elections provide adequate incentives to achieve the improvement in provider
performance earlier sought by public policy advocates of devolution.
Critics of democratic decentralization have focused on the lack of local capacity in developing
countries to achieve truly democratic outcomes. Capture of office by local elites is a probable outcome,
especially in rural, societally bound communities. In such a situation, resources are likely to be channeled
for personal gain (Atkinson, 1995; Prud'homme,1995). These constraints on the effectiveness of
democratic institutions as a way to achieve service improvements are considered a matter of capacity
building at the local level. Once democratic procedures (e.g., absence of voter coercion, contested
elections) are developed, accountability would follow.
While captured by the social justice aspect of democratic decentralization, many of its advocates
forget that what is important for increasing responsiveness of local provider to preferences is the system
of incentives, not merely procedures, such as elections. The literature of democratic decentralization
focuses on ways of opening up channels for access to government officials, and therefore, increasing user
voice (Agrawal, 1999b). In the meantime, it neglects a real examination of sufficient and meaningful
counterpowers for users to exercise in order to affect local provider behavior.
A problem with democratic decentralization is the assumption that local power is held by the
electorate simply because they can vote officials out of office in the next election. To the contrary, actual
power in day-to-day decision-making is held by the officials in charge of the decision-making process. In
fact, the idea behind representative democracy is to decide which party has the discretion to take relevant
decisions (Cremer, 1995).
Elections as an Accountability Mechanism
Emerging empirical evidence shows that an increased number of democratic institutions at the
local level, such as elections and public forums, do not have an impact on the performance of local
services, especially in regard to responsiveness (Crook, 1995; Litvack, 1998). In a multi-case study,
Crook (1995) finds that in spite of high electoral participation in Ghana and Bangladesh, responsiveness
of local governments in service provision does not increase. In the case where local government
performance does improve, i.e., Karnataka, it is "associated with a distinctive pattern of explanatory
factors," such as active media and well-trained bureaucracy (Crook, 1995).
Procedural norms tend to mask the underlying systems of incentives that are institutionally in
place, such as national party loyalty. In Senegal, elected rural councils for local forest management were
not either "representative of or accountable to local populations" as candidates were selected by
nationally registered political parties (Agrawal, 1999b). Blair (2000) shows that the accountability of
local governments to constituents increased as a result of additional mechanisms of control, e.g., formal
grievance procedures, public meetings, civil society, that citizens could wield over local officials over and
above elections (Blair, 2000).
In short, elections appear not to be a sufficient accountability mechanism in public service
delivery. The demand-driven approach to water provision aims to achieve better matching of
performance with preferences on aspects such as level of service, consistency of service and price. Being
able to hold a local provider of water accountable for certain level of performance and delivery requires a
complete contract - an agreement that allows the customer to make explicit stipulations as to the type of
performance s/he requires and the consequences if such services are not performed.
On the other hand, an election is an incomplete contract between the local government, as the
provider, and residents, as the users, which determines which party has the discretion to take relevant
decisions on service provision (Cremer, 1995). As such, it provides the customer with a very weak
control mechanism over the water supplier regarding relevant decisions on service level, pricing and even
operations. Therefore, it is unrealistic to expect elections to suffice as an accountability mechanism with
adequate control devices to discipline local government performance in relation to a particular service,
such as potable water provision. This is not a problem of fine-tuning local capacity, but a fundamental
discrepancy between that which elections are purported to obtain in reference to customer responsiveness
and that which they actually can.
There are various intuitive arguments that support this idea. First, the length of time between
elections makes them an ineffective mechanism for trying to influence behavior for immediate problems,
which often plague services like drinking water provision (Blair, 2000). Additionally, there are
competing factors that influence a voter's choice during elections, and decisions can be rooted in social
and political concerns as well as consideration of previous performance. Therefore, voting acts a poor
referendum on the performance of local government vis-A-vis any particular service delivered, such as
potable water. Compounding this problem, campaign platforms on which local elections are fought "are
often vague and unrealistic," partly as a result of uncertainties regarding resources (Prud'homme, 1995).
Tying this back to the threat of ejection as a powerful incentive for elected officials' actions, politicians
know that reelection will not depend much on "local performance," in which case elections do not
provide the incentive for elected officials strive to meet user preferences (Prud'homme, 1995).
The Importance of Other Accountability Mechanisms
The primary promise of democratic decentralization lies in increasing voice as a means to
articulate preferences of users to local water providers, not in providing an accountability mechanism.
Bird (1995) is one of the few authors that recognizes that what is most crucial in making decentralized
water authorities accountable are control mechanisms that can be utilized by consumers. Dreze also states
that effective functioning of local service providers depends on combining local information with a
control mechanism that makes it possible to deal with observed problems (Dreze through Bird, 1995).
Credible accountability mechanisms beyond elections need to be developed that shape the incentives of
local authorities to respond to consumer needs and preferences.
At a minimum, there needs to be a clear understanding of the obligations and responsibilities
between the local water provider and the beneficiaries (Rondinelli, 1991). Without this clarity, incentives
exist for the water provider to shrug off duties or pass them to other parties. Additionally, lack of clear
lines of responsibilities makes enforcement of behavior difficult. For example, in a program of
devolution of rural water supply to communities in Malawi, a vague division of responsibilities between
volunteer Tap Committees and the Water Department resulted in neglect of system problems during
operations and maintenance (Kleemeier, 2000).
From a six country study, Blair (2000) concludes that an increase in the number of accountability
mechanisms has a positive result on local government performance. Political parties, civil society and
media are included among those institutions which can put pressure officials to take action according to
the preferences of the people by acting as watchdog over behavior and exposing inaction or poor
performance. For example, in Bolivia, the creation of formal grievance procedures allows for the
sanction of elected officials by either suspension of central transfers or expulsion create incentives for
ongoing performance (Blair, 2000). Agrawal (1999b) also lists a number of other arrangements,
including recall, referenda, legal recourse through courts, auditing and evaluation, that are important to
enforcing accountability of officials.
A crucial control mechanism over a provider is the ability to adjudicate, or to resolve disputes
with the local service unit through an independent third party (Bird, 1995; Agrawal, 1999b). The
effectiveness of the threat of adjudication in influencing provider behavior is dependent on the user
accessibility to the adjudicating body and its independence from influence of the provider (Agrawal,
1999b). In most rural areas, the absence of two basic requirements precludes the utility of adjudication in
making the service provider accountable.
Informal mechanisms, or use of existing power structures within a locality, can be leveraged to
put social pressure on local actors who are in charge of water supply (de Soto through Bird, 1995; Shah,
1997). The involvement and commitment of an individual to the greater welfare of the community is
referred to as social capital (Blair, 2000). To the extent that employment of this accountability
mechanism is dependent on the existence of social capital, its usefulness in building institutional
accountability mechanisms by policy makers is limited. Nonetheless, social capital can contribute to the
success of more formal institutional arrangements for restructuring incentives.
In contrast to the focus on creating institutions for downward accountability, in recent years
various authors have advocated for strengthening of central capacity to monitor devolved authorities as an
important component of any devolution program (Tendler, 1997; Litvack, 1998). This has been referred
to as the "paradox of decentralization" (Shah, 1997). Often, local governments treat central government
transfers as free resources because they do not bear the cost, both political and economic, of procuring
these resources. Therefore, local governments will be tempted to waste these resources. Additionally,
without direct taxation by the local government, users are not made to directly feel the economic
consequences of poorly utilized funds, and consequently lack the incentive to make local governments
accountable for their wasteful expenditure. Without upward accountability, "public sector activities are
unlikely to be provided efficiently" (Bird, 1993).
Incentives for User Participation
Even where there exist multiple mechanisms through which users have the ability to alter
provider behavior, there need to be incentives for beneficiaries to use them. "The hope behind
decentralization efforts can therefore be summarized: If the governments decentralize, citizens will
participate" (Agrawal, 1999b). Participation in monitoring and controlling local providers, however,
cannot be assumed. Theorists now recognize that residents make economically rational calculations when
it comes to deciding on how to allocate time (Bird, 1995). The benefits of collective action must be
strong enough to overcome the individual and family costs of participation (Paul, 1992). With provision
of water in particular, the relative value of piped water to an individual is an important incentive for that
user to make the effort to hold the provider accountable. The provision of water must represent a
significant improvement over the existing condition in order to be worth the cost and effort of
participation in monitoring. If convenient substitutes are available, then users have no incentive to invest
time and opportunity costs in ensuring the functioning of the new system.
Litvack (1998) suggests "tax instruments that closely match taxes and services" as another
incentive to foster user participation. The most relevant instrument for water service is imposition of a
user charge, because it "creates a close link between the delivery agent and the client" (Litvack, 1998).
The line of accountability is clearly established since the local water provider is receiving funding directly
from the users. Additionally, if users bear the cost of services received, then they will have a greater
incentive to hold the local water provider accountable for how their money is spent, and for providing the
appropriate service level given their level of contribution.
According to Bird (1995), user contribution in financing construction can create a definitive
signal to the local water regarding adequate service level. "Only those projects will be built that people
are willing to pay for" (Bird, 1995). In-kind payments through labor contribution might not be a good
measure of a community's acceptance of a system design, since the opportunity costs of contributing a
few hours of labor might not be as great as those of contributing cash. Furthermore, labor participation by
an individual might be more the result of social or political pressures than of his or her desire for the
water service promised.
Unfortunately, fiscal accountability through user fees is severely under utilized in developing
countries. The reasons for this bias against user fees include a preconceived notion of the poor's inability
to pay and the idea that individual valuation of piped water does not take into account the public benefits
and positive externalities of better potable water access. Recent studies have shown these reasons against
user charges to be invalid (Altaf, 1993).
In the next chapter describes the program of decentralization of water supply in the state of
Kerala, India, which is built explicitly on the tenets of democratic decentralization. By devolving power
of decision making and implementation to democratically elected panchayat officials, the government
believes that it can achieve better performance in water provision at the local level than through the state
agency, the Kerala Water Authority. However, to the extent that there exists heterogeneity of outcomes
in regards to responsiveness and transparency, how do the existence of additional accountability
mechanisms explain this diversity of outcomes?
Chapter 3: Study Site and Methodology
A. Study Site
The state of Kerala is located on the southwest tip of India with an area of 38,863 square
kilometers. It is bordered by Karnataka to the north and northeast. The Western Ghats form a natural
physical border with Tamil Nadu to the east. It enjoys 590 km of coastline on the Ladskadweep Sea to
the west.
According to the last census in 1991, 26.4 percent of the 29 million inhabitants of Kerala live in
urban areas, with the remaining 73.6 percent settled in areas classified as "rural". In Kerala, however,
traditional clustering of households in rural villages is not observed; instead, households are spread more
evenly throughout the non-urban regions of the state. The population density is 750 persons per square
kilometer, which is about three times the Indian national average (Kerala Water Authority, 2000).
Economy and Government
Agriculture is Kerala's main source of employment. Industry focuses on the processing of raw
materials, traditionally those related to the cultivation of palms. Kerala has the highest unemployment
rate in the country, which has forced residents to seek work in the Gulf region. Despite large
unemployment and lower per capita income than the national average, state redistribution and support of
social welfare has created high levels of social progress. The coexistence of lower aggregate economic
growth with high levels of human development is often referred to as the "Kerala Model of Development"
(Isaac, 2000b). Table 3a presents information on a number of human welfare indicators for Kerala, India
and the United States.
Table 3a: A Comparison of Select Development Indicators:
Kerala, India and the United States
Indicator Kerala India United States
Per Capita GNP in 1997 US Dollars 324 390 28,740
Adult Literacy as percent of total
adults: Male/Female 94/87 65/38 96/96
Life Expectancy in years: Male/Female 67/72 62/63 74/80
Infant mortality per 1,000 births (1996) 13 65 7
Birthrate per 1,000 persons 18 29 16
Source: Franke, Richard W. "Lessons in Democracy from Kerala State, India." 1999 University Lecture, Montclair
State University. March 25. 1999. <http://chss2.montelair.edu/anthropology/frankekeralastate.htm>
The state of Kerala is divided into political administrative areas according to the framework
established by the Kerala Panchayati Raj Act of 1994. In the rural political landscape, the ward is the
basic unit of political representation in Kerala, with approximately 1,500 households per ward.
Administration of local taxes and some services takes place by the grama panchayat (GP) government,
which is created from clusters of 10-15 wards. The polity of each ward elects one representative to the
Board of the grama panchayat, and officers of the GP Board are decided among its members. The next
tier, the Block Panchayat, is comprised of various grama panchayats. The district is divided into various
blocks. Finally, the state is divided into 14 districts (see Map).
With the commencement of the People's Plan Campaign in 1996, the state government set into
motion the empowerment of this sub-statal structure by giving the responsibility for decision-making and
implementation of many services and government programs to local bodies, along with the funding to
realize this responsibility. Prior to the decentralization program, local bodies undertook modest public
works programs with own-source revenues and special funds received through State and Central
government programs. The State Planning Board (SPB), a non-line ministry government office, was
charged with creating the policy framework for this governmental restructuring. Details of this new
process are presented in the following chapter.
Figure 3a: Map of Kerala With Districts
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Water Resources
Kerala receives both the South-West monsoon, from June until early September, and the North-
East monsoon, from October to December. The average yearly rainfall of 300 cm disguises the fact that
70 percent of that precipitation is received in three months during the South-West monsoon (Kerala Rural
Water Supply and Sanitation Project, 2000). Moreover, the steep gradient of the land and short length for
rivers results in rapid runoff of rainwater to the coast (Kerala Water Authority, 2000). These two effects
create a dry summer season from December to May.
The majority of households in rural Kerala rely on open draw wells (10 to 15 meters in depth) for
personal needs. Groundwater resources are fairly abundant in aggregate, but yields vary both
topographically and seasonally. Whereas the coastal region of the state has an average of 250 open wells
per square kilometer, the average drops to 150 in the midlands and only 25 in the highlands (Socio
Economic Unit Foundation, 2000). During the summer months, many private wells dry up, often causing
deterioration in the water quality where any quantity still exists.
B. Methodology
The advent of the Ninth Five Year Plan in Kerala, also known at the People's Plan, provides a
unique opportunity to study the processes and preliminary outcomes of a statewide effort to devolve
services, including potable water, to local governments in rural areas. Governmental rules provide a
uniform framework by which projects are chosen, designed, constructed and maintained. However, the
procedures are general enough to allow for local changes in the actual processes and actors involved.
This policy environment creates an ideal setting to document the variety of outcomes in local provider
performance, defined in terms of responsiveness and transparency (i.e., reduction of corruption). To the
extent that large differences in performance arise under the same overarching policy framework, this
setting facilitates an examination of the unique institutional and contextual reasons in each case that
explain these differences that arise.
This study examines a few cases of rural schemes administered either by the state water agency,
the Kerala Water Authority (KWA), or by locally based water provision in order to create a story through
in-depth interviews with key stakeholders involved in scheme conception, creation and maintenance. The
detailed documentation of institutions and processes used by the respective water providers allows for
comparative analysis of the effect of organizational structure and institutions on performance. Although
some anecdotal evidence was collected about two KWA comprehensive schemes, time limitations
resulted in a focus on more detailed documentation of locally administered schemes.
Field research was carried out over a two-month period in 2000, from June 1 to July 30. Research
began in Thiruvananthapuram, the capital of Kerala, with identification of cases for good governance and
performance in both KWA administered schemes and newly developed schemes run by local bodies.
Through interviews conducted with KWA officials at its headquarters as well as members of the State
Planning Board (SPB), list of potential schemes for investigation was identified. It was important that
schemes had been servicing customers for at least six months for evaluation of continuing O&M.
In consideration of time and logistics, resources were focused between two districts in the north
of Kerala, Thrissur and Kozhikkode. Three cases were chosen in which community water provision had
been implemented under the People's Plan policy framework and funding, namely, Peringandur scheme
in Mundathicode, the Mayard Vala scheme in Narikunni, and the Ponnthoppe/Sebastian Nagar scheme in
Vellukara, and one multi-panchayat KWA scheme, the Mala RWSS (Rural Water Supply Scheme). The
Mala RWSS was considered less representative of the average rural KWA scheme because its
construction was funded largely through foreign direct aid. Therefore, an additional, multi-panchayat
KWA scheme, Padayoor-Karalam RWSS, was added during the last week of research (see Appendix C).
Primary data collection focused almost exclusively on interviews. Interviews were conducted in
a variety of settings, including individual interviews, group discussions as well as panel interviews. This
decision was based on a few factors. First, the nascent and changing nature of the locally administered
schemes resulted in little documentation. Second, due to the emphasis placed on making information
accessible to all residents, materials regarding the schemes under the People's Plan are published in
Malayalam, not in English. Most significantly, interviews facilitate an understanding of the actual
processes in practice as opposed to on paper; such a method of investigation is important due to the
typical divergence of these two.
In order to maintain consistent data collection, a systematic method of interviewing was followed
across all cases. The two primary targets of information gathering were the members of the supply
institution and the beneficiaries of the water provision. In the KWA schemes, the supply institution was
clearly the state water authority and beneficiaries could be identified as both panchayat governments as
consumers of public taps and local residents as individual users of both public taps and private
connections. The distinction was a little less clear in the locally run schemes as certain beneficiaries
assisted in project implementation and maintenance. However in both cases, a separate organization
existed that had primary charge for planning and operations.
The members of the water institutions were questioned about the process of project selection and
operations of the project, particularly how consumers voice demands and needs to the agency and the
mechanisms by which response is channeled. Additionally, they were asked about job motivation and
satisfaction.
The beneficiaries were asked about the responsiveness of the institution in specific situations, like
faults and expansion of services. Additionally, they were questioned about their knowledge of the
decision-making process of the water provider regarding O&M in order to assess the transparency of the
institutions. To the extent that questions were standardized to establish consistency among respondents,
the individual consumer interviews functioned much as oral questionnaires, with individual anecdotal
embellishment in each case.
Primary documents concerning the operation of the People's Plan were collected, including
orders from the State Planning Board and several papers written by SPB member, Thomas Isaac. Much
of the information regarding the procedures and history of the local planning framework was gathered in
interviews with district level officials, including both the District Planning Officers and District
Collectors in Thrissur and Kozhikkode districts. KWA engineers in these two districts offered their
knowledge of operations and procedures on the ground. A comprehensive White Paper on the status of
the Kerala Water Authority was collected.
C. Villages selected
Three panchayats were the focus of the study of local level water provision under the People's
Plan program: Mundathicode, Vellukara and Narikunni. Table 3b presents basic demographic
information for each panchayat.
Table 3b: Basic demographic information:
Mundathicode, Vellukara and Narikunni
Panchayat Mundathicode Vellukara Narikunni
District Thrissur Thrissur Kozhikodde
Area (kn 2) 26.67 23.37 N/A
Population (1995 Census) 21,838 25,571 19,912
Population Density (persons 934 959 N/A
per km2)
Number of Wards (2000) 12 11 12
Percent of population that are 11.14 17.20 14.26
Scheduled Caste'
Number of schemes 3 individual 8 individual, 1 14 individual
implemented under PP comprehensive
Sources: For Mundathicode and Vellukara: Pillai, P.P. 1999. Development Status of Grama Panchayats in
Thrissur District: An Exploratory Exercise in Development Indicators. Centre for Science and
Technology for Rural Development: Thrissur, India. For Narikunni: The Census of India, 1991.
All the panchayats are roughly the same size in terms of area and population. Topographically,
Mundathicode was located in the lowest lying area, with a fairly uniform terrain. Vellukara had more
variation in land formation, with isolated parts of the panchayat located on higher ground. Narikunni was
spread across harsh land undulations, with many large hills creating distinct environmental conditions
within the same panchayat.
Mundathicode faces mainly seasonal water scarcity from February through May. Of the 2881
dug wells located in the panchayat, a little more than half become dry during the summer months.
Vellukara contends with a similar seasonal water problem, requiring that water be trucked into the
panchayat during the crucial summer months of April and May. According to the 2000-01 Annual Plan,
almost 70 percent of households have their own well, so that the remaining 30 percent of the population
draws water from the 45 public wells. In Narikunni, water scarcity is primarily topographical. The basic
information for all three locally based schemes is presented in Table 3c.
Table 3c: A Summary of Scheme Information:
Mundathicode, Narikunni and Vellukara
Panchayat Mundathicode Narikunni Vellukara
Scheme Peringandur Mayard Vala Poonthoppe/Sebastian
Nagar
Number of 100 114 120
Beneficiary
Households
Technology Pumped from well in Pumped from well in Pumped from bore well
paddy field directly to paddy field to overhead directly to taps
distribution lines tank
Level of Public taps only, Seasonal Private taps only, Year- Public taps only, Year
Service round round
Location of 50 meters from beginning 500 meters below the 1.5 kilometers from the
Source of housing complex hilltop residential area housing complex
Beneficiary Meetings of all After initial GP design of Inclusion on issues of
involvement beneficiaries were held to systems, meetings of most tap location, only after
during conceive scheme, beneficiaries were held to conceptualization stage
planning including service level as conceive scheme,
well as costs including service level as
well as costs
Scheme design Panchayat engineer in Panchayat engineer in KWA Engineer in
consultation with people consultation with GP and consultation with GP
some residents
Construction Volunteer labor and local Volunteer labor and local Volunteer labor and
artisans artisans local contractors
Funding for GP funds and mandatory GP funds and mandatory GP funds and some
capital costs and voluntary cash cash beneficiary volunteer labor
beneficiary contributions contributions beyond
beyond volunteer labor volunteer labor
Operations & Problems informally Community members Problem reported to GP
Maintenance reported to pump operator often fix minor problems who hires plumbers to
who lives in the themselves, then go to fix the problem
community pump operator or members
of BC
User Fee Set by community in Set by BC to cover O&M None, GP covers
meeting, barely meeting costs, but approved by operating costs and
O&M costs community pumping to be done by
I _ volunteer
Scheduled Caste is a distinction conferred by the Indian Constitution to citizens that traditionally belong to the
Although all schemes service roughly the same number of households (approximately 110),
interestingly each employs a different level of service. Differences also exist in the distance of the source
from the intended beneficiaries. In Mundathicode, the source, an open pond in a rice paddy field, is
directly adjacent to the tightly clustered housing complex. In Narikunni, the source is more than 500
meters down a steep slope form the households that are dispersed throughout the hilltop. In Vellukara,
the bore well source is almost 1.5 kilometers from the colony that it serves. While the houses in the
colony are compacted in a small area, the pipeline to this area also serves the Poonthoppe neighborhood,
which is comprised of houses with sizable compounds.
In all three cases, the service serves poor areas relative to other neighborhoods in the panchayat.
In Vellukara, the recipients are members of the Scheduled Caste category, and most earn a living as daily
wage laborers, picking up odd jobs on a day-to-day basis. However, residents of the middle class
neighborhood of Poonthoppe are also served by public taps from the same distribution line. In Narikunni,
inhabitants of Mayard Vala are day laborers, mostly supplying help to agricultural activities surrounding
the panchayat. Peringandur residents represent the most well-off households within the sample, although
their means of living is still modest. Some find employment in nearby factories, while others are also day
laborers.
untouchable, or non-designated caste, in Indian society.
Chapter 4: Principal Institutions for Rural Water Delivery in Kerala
A. Introduction
As per the 1998 Order No. 29/98/Ird of the Irrigation Department, panchayats have been given
authority to plan and manage water schemes (1) located entirely within their own jurisdiction and (2) that
cost less than Rs50 lak ($125,000). Panchayats have used this power to implement small-scale,
neighborhood-based water distribution systems using simple technologies, such as pumping ground water
to overhead tanks and distributing it though a piped gravity network to households. The panchayat bears
sole responsibility for the financing, construction, operation and maintenance of such schemes.
According to the People's Plan framework, the KWA is now meant to act as an advisor to panchayats on
technical issues of the scheme construction and operation. Although the KWA is slated to hand over
1050 smaller rural water schemes to the concerned local governments for operations and maintenance, it
will continue to construct and manage schemes that service multiple panchayats or cost more than Rs50
lak ($125,000).
B. The Kerala Water Authority
Since its inception in 1984, the Kerala Water Authority (KWA) has been charged with the sole
responsibility of providing potable water to both urban and rural residents. Previously, this responsibility
was taken by the Public Health Engineering Department (PHED). Although created by the Kerala Water
and Wastewater Ordinance in April of 1984, the act was not ratified until the passing of the Kerala Water
Supply and Sewerage Act of 1986. The main drive for the change of management was to create a more
1 The approximate exchange rate at the time of research was Rs40/US$1. A lak is equivalent to 100,000.
autonomous water authority from the state ministries. As a means of achieving this autonomy, the KWA
was mandated to be self-financing through the adjustment of user fees according to Section 23 of the
1986 Act2.
In terms of actual organization, the internal structure and procedures remain almost identical to
the PHED. Moreover, all major decisions have to be approved by the Board, which is comprised of
secretaries from various ministries, as well as government appointed officials. All engineers interviewed
openly acknowledge that decisions on such issues as pricing, new project selection and personnel
management are subject to the political discretion of elected officials.
The KWA manages 1,809 rural water supply schemes over the state's 14 districts. Currently, the
KWA serves 600,000 households with private connections, in addition to maintaining 150,000 public
standposts. With an estimated statewide demand for potable water of 2500 million liters daily (mld), the
KWA only currently provides 706 mld, assuming 30 percent unaccounted for water (Kerala Water
Authority, 2000). Service level in rural areas consists primarily of public stand posts, and "full coverage"
for areas served by public taps is considered to be 40 liters per capita daily (lpcd) compared to an average
usage of 100 lpcd in rural areas (see Table 4a). For rural areas, the scheme coverage, measured as the
fraction of residents with at least minimal service, i.e. 10 lpcd, varies widely from district to district, from
30.8 percent to 78.4 percent. Particularly relevant for this study, 90 percent of the rural households in
Kozhikkode district lack full coverage as compared to 78 percent in Thrissur district.
2 "The Authority shall not, as far as practicable and after taking credit for any grants or subventions or capital
contributions or loans from the Government, carry on its operations at a loss and shall so fix and adjust its rates of
taxes and charges as to enable it to meet as soon as feasible the cost of its operations, maintenance and debt service
and where practicable to achieve an economic return on its fixed assets."(KWA 2000)
Table 4a: The Status of Coverage of Rural Wards Under the Kerala Water Authority
Status of Service Number of Rural Wards As a Percentage of
(with approximately 1,500 Total
households per ward)
Not Covered 990 10.1
Partially Covered, less than 10 lpcd 1561 16.0
Partially Covered, between 10 and 40 lpcd 5530 56.6
Fully Covered, above 40 lpcd 1682 17.2
Non Accessible 13 0.1
Total 9776 100.0
Source: Kerala Water Authority. 2000. White Paper on Kerala Water Authority, Volume 1. Kerala Water Authority:
Thiruvananthapuram, Kerala.
The KWA is structured as a hierarchical bureaucracy, headed by a Managing Director located in
the agency's Thiruvananthapuram headquarters (Figure 4a). The Managing Director determines the
appointments of engineers to posts throughout the state. Transfers between posts are supposed to occur
systematically after three years of service at one post in order to prevent the development of extra-
organizational loyalties by employees. However, through interviews with several KWA engineers, it was
revealed that transfers are practiced on an ad-hoc basis, and are often used to reward politically connected
engineers or to punish others. On the flip side, promotions are granted strictly according to seniority,
without consideration of performance, and are the only means of realizing a salary increase. Regular
performance appraisals are not conducted, and the strength of unions, with their tight political affiliations,
makes termination virtually impossible. The divorce of performance from personnel decisions leaves few
options for KWA management to encourage or reward good performance by staff.
Figure 4a: Otganizational Chart of the Kerala Wate- Authority
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Source: Kerala Water Authority. 2000. White Paper on Kerala Water Authority. Volume 1. Kerala Water Authority:
Thiruvananthapuram, Kerala.
Contrary to its original mandate, the KWA does not finance its operations through user fees or
earned revenues (Appendix A). While water production on average costs Rs6.5 ($.16) per kiloliter,
residential customers pay only Rs2 ($.05) per kiloliter (Kerala Water Authority, 2000) (Appendix B). In
1992, the Chief Engineers of KWA forwarded a proposal to the Board to raise tariffs by 15 per cent per
annum until the agency's operating costs were being covered through user fees. However, such a policy
was subject to approval by the state's Council of Ministers, comprised of elected state Assembly
members, so the tariff increases were blocked from taking effect on all but two occasions (Personal
interview, KWA Chief Engineer).
Currently, KWA continues to run an operating budget deficit, which is a result of its inability to
raise tariffs or to charge differential rates to users. The KWA could move away for a statewide uniform
tariff policy to allow user charges to reflect the real cost of providing water to specific areas. In the
meanwhile, the KWA relies on loans from Housing and Urban Development Corporation (HUDCO) and
Life Insurance Corporation of India (LIC) as well as external donors for construction costs (Personal
interview, KWA Chief Engineer). The KWA has also been diverting loans for capital works to cover
their operating budget, resulting not only in the accumulation of extensive debt, but also in the delay of
many projects.
Under such resource scarcity, selection of new schemes is highly politicized. Officially, project
proposals are submitted by the Executive Engineer (EE) to the Superintending Engineer (SE); those
approved by the SE are passed to the Office of Investigation, Planning and Design (IPD). This office
plans for water provision in a very supply driven manner. Given data on the number of users, physical
conditions and sources, the IPD designs new schemes according to established regulations 3 and drafts a
financial estimate. There is no programmatic involvement of customers, or even the local field office,
3 The following table is an example of nationally set standards that drive design decisions in the KWA, which
presents the minimum water required for human consumption according to the centrally sponsored Rural Water
Supply Programme.
Use Standposts/handpump House service
Supply (lcpd) Connections (lcpd)
Drinking 3 3
Cooking 5 5
Bathing 15 20
Washing utensils & house 7 12
Ablution 10 15
Washing clothes Nil Nil
Flushing WC Nil 15
Total 40 70
Source: Kerala Water Authority. 2000. White Paper on Kerala Water Authority. Volume 1. Kerala Water Authority:
Thiruvananthapuram, Kerala.
when making decisions about system design. The IPD in turn passes the system design to the Managing
Director for funding consideration. Applicants are given no timeline for the review and approval of their
project proposals, and they have no recourse if they consider the review process to be unreasonably long.
For funded projects, all materials for new construction and major upgrading of KWA schemes are
procured centrally, once per year. A cartel of about 50-60 contractors colludes in the tendering process,
dividing up the tenders and setting prices for contracts (Personal interview, Senior KWA Official).
Attempts at blacklisting particularly corrupt contractors have been stymied by the Superintending
Engineer, who has final say on such action.
The 302 Assistant Engineers (AE), scattered across numerous field offices, undertake daily O&M
of the agency's schemes. An Assistant Engineer has Overseers working below him/her to carry out
routine repairs and maintenance. Although all consumers have the right to phone in or walk in complaints
to the section office for rectification by the Assistant Engineer, general lack of responsiveness on the part
of KWA local officials has resulted in alternative arrangements for reporting problems, such as relying on
local governments. In the office, no particular point person is responsible for receiving complaints, nor
are complaints documented in a register. Faults and leakages are written down in order to keep track of
the spending on repairs, but general problems, such as low pressure, lack of service or poor water quality,
are not logged. Additionally, faults on average take 2 to 3 days, and at times up to a week to be fixed.
During this period, consumers are forced to look for other sources of water, including reverting to nearby
ponds for bathing and washing.
In most rural communities, the grama panchayat government acts as an intermediary between
users and the KWA to report and ensure action on system problems. Procedures vary from panchayat to
panchayat, but essentially, the system users report problems to their panchayat office, and then panchayat
representatives or office workers contact the KWA office for redress, or at times conduct repairs
themselves. There are several reasons for this development. First, the KWA has pushed such
responsibilities onto local governments, upon knowledge of increased local funds for water supply
through the People's Plan. Second, politicians have used this role as a means of garnering political favor
within their communities. Finally, because of poor phone access for most rural customers, it is easier to
reach panchayat offices than isolated KWA facilities.
In Vellangular panchayat, all consumers of public taps, and even some of private connections,
call the panchayat office, and more specifically the panchayat president, when they have problems with
their water service. The president encouraged this behavior, by letting residents know his door was
always open for such complaints. Because he also faces delays in the KWA's response, the president
expedites resolution by directly contacting the local plumber contracted with the KWA to perform a
repair. In Padayoor, the panchayat office has begun to keep an office log of complaints regarding KWA
piped water. Residents call the panchayat instead of the KWA when there is a problem, and the
panchayat contacts the KWA for repair. This arrangement was agreed upon as a compromise between
the KWA and panchayat officials because of extreme distance of the KWA Section Office.
C. The People's Plan Policy Framework
The People's Plan (PP) campaign for decentralized planning began in 1996 under the Ninth Five
Year Plan of the state of Kerala. In response to the 73rd and 74t amendments to the Indian Constitution,
which call for the devolution of decision making to municipal and village level governments, the newly
reconstituted State Planning Board (SPB) developed guidelines by which 35-40 per cent of total state
resources were reallocated directly to local governments for spending. With a few general constraints to
spending allocation, local governments are allowed to allocate funds according to their own set of
priorities and needs, so that decision-making from project formulation to on-going management would be
the exclusive realm of local governments.
SPB's aim was to create a program where "the theoretical underpinnings [of devolution] and
actual implementation match closely" (Kerala State Planning Board). The People's Plan literature
emphasizes local elections as the primary mechanism for ensuring that local decision makers act
4 According to State Planning Board orders, rural local bodies must spend 40- 50% on productive sectors, 30-40%
on social sectors (which includes drinking water) and 10-30% on roads and public works, including energy. (Isaac
1999)
according to residents' demands. "Popular participation would make the elected representatives
continuously accountable to the citizens and would facilitate a transparent administration" (Isaac, 2000b).
Considering the sudden and massive scale of new local governmental responsibility, the SPB
created support institutions, such as technical advisory councils and project implementing committees,
based on volunteer labor. This statewide mobilization of the population would serve the dual purpose of
increasing capacity at the local level while at the same time fostering civic involvement of ordinary
citizens. As a result, the success of this endeavor is highly leveraged in the ability of the different levels
of government to create and sustain voluntary participation of residents.
The SPB attempts to create an institutional framework that engenders the principles of devolution
by prescribing the procedural steps that local government have to take in order to create their
development agenda, and from this agenda a budget. The creation of the framework specifics aims to
keep the felt needs of residents at the center of the local government's agenda. Citizens would express
their felt needs at the lowest possible level of participatory decision-making, and then local level
committees would develop these petitions into more sophisticated proposals so the panchayat government
could systematically address these needs. Figure 4b is a flow diagram of how a felt need should
ultimately end up as apanchayat sponsored project.
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The Grama Sabha (GS) is a quarterly ward-level meeting of all voters in a ward. At these
meetings, any resident can present problems for the GP government to address. In the first meeting of the
year, the Ward Representative reviews the projects undertaken by the GP Board in the previous year. The
second meeting functions as a forum to collect proposals for projects by residents in attendance so that the
GP government can create a new development agenda. To encourage more participatory deliberation, the
larger GS is divided into groups of 25-50 participants, each focused on a particular development sector,
including a ward-level Task Force Committee that deals with drinking water. For example, demand for
piped water could be expressed by group of residents motioning for consideration of a scheme for their
neighborhood. The TFC discusses the merits of the various proposals for drinking water schemes and
then forwards a list of proposed projects to the general body of the GS. The larger GS then decides by
consensus of all attendees which projects will be advanced to the GP Board with a recommendation for
inclusion into the budget. There is no limit to the number of proposals that can be forwarded.
Once a proposal for a water scheme has been forwarded to the GP Board, the Board then gives it
to relevant panchayat-level Task Force Committees (TFC). The TFC for drinking water and sanitation is
comprised of 10-50 members, with a chairperson being selected from among the volunteers and the
convenor being an officer from the KWA 5. The TFC develops the community proposals into formal
designs, including service level, technology choice and financial estimates. The TFC returns these
proposals to the GP Board, whose members prioritize the proposals and decide which ones will be
included for funding in that year's Action Plan. Projects not selected for the Action Plan cannot be
rejected, but only "shelved" for reconsideration in future Action Plans.
The completed Action Plan is forwarded to Block Level Expert Committee (BLEC) for technical
approval. Members of the BLEC are from drawn from the cadre of the Voluntary Technical Corps, an
association of retired technical experts and professionals organized by the SPB to help in evaluation of the
large number of projects. In a mirror structure, the BLEC is divided into 12 development sector
committees, so that the committee for water and sanitation scrutinizes all relevant proposals in the
panchayat's Action Plan. The BLEC cannot reject projects that the GP has decided to fund; it can only
ask for project revision in cases where they do not comply with SPB format, or they are technically
deficient. Once a project is approved by the BLEC, it can then be incorporated in a final version of the
panchayat's Action Plan, which must be submitted to the District Planning Committee for final approval.
At this level, the plan is checked to ensure that it complies with People's Plan format and regulations, but
district members cannot question spending priorities or selection of projects.
' KWA engineers were ordered by the Ministry of Local Government and encouraged by district officials
to participate as a member in exchange for a nominal sitting fee of Rs30 ($.75) per meeting. However,
KWA participation in this committee has depended on the disposition the individual engineer as well as
his/her relationship with the leaders of the surrounding panchayats.
District-level approval paves the way for release of funds to the panchayat accounts. The total
allotment is broken up into four payments. After the initial advancement, the subsequent disbursements
are made upon presentation of receipts proving that at least 75 per cent the previous installment has been
spent. Overall, the GP government must spend a minimum of 75 per cent of the previous year's budget in
order to receive full funding for the current year.
In a panchayat with an approved and funded water supply project, the Implementing Officer (IO)
for Drinking Water and Sanitation, which is also the panchayat Secretary, is responsible of calling for the
formation of an Executing Committee (EC), which takes charge of project implementation. The EC,
consists of at least nine persons, who are selected among beneficiaries of the piped water. The EC selects
from among it members a chairperson and convenor. The EC coordinates the efforts for construction,
including procurement of materials, hiring of labor, generating volunteer labor, and reporting to the 10
regarding progress and spending. The chairperson and convenor open a joint account into which the IO
deposits funds in four installments. Mirroring financing at the GP level, installments past the initial
advancement are only deposited upon production of receipts to the 10. Final approval of the scheme is
contingent on physical inspection and scrutiny of the accounts by an independent engineer.
Once this final assessment is complete, the BC is dissolved. At this point, the SPB offers no
formal instruction on procedures for scheme management. In some cases, management is taken over by
an association of beneficiaries of the system, while in others, the panchayat government assumes
responsibility for O&M. Beyond the commissioning of the scheme, there is no governmental oversight
of scheme functioning, so that the ongoing management of the scheme depends only on user oversight.
Table 4c summarizes the unique aspects of water supply planning in the two different models, the
state water authority and the local bodies.
Table 4c: Differences in Scheme Development and Management
between the KWA and the Local Provider
Stage KWA Local body provider
Project Proposal Through Executive Engineer Through Ward Representative
Project Selection By Managing Director in By grama panchayat Board
consultation with KWA Board
Project Design By Engineers of the Office of By Task Force Committee, using
Investigation, Planning and Design information gathered by through the
using standards grama sabha proposal
Project Coordinated by the Executive Coordinated by the Beneficiary
Construction Engineer using contractors Committee using local skilled
artisans and volunteers
Material Centralized procurement through Beneficiary Committee locally
Procurement tendering purchases materials through tenders
or through the state cooperative
O&M By Assistant Engineer, problems Ambiguous, but normally by the GP
generally reported to the panchayat Board or community water
for advocacy to KWA association
All major decisions in the People's Plan model are taken by institutions at the local level, as
opposed to the KWA, where they are centrally determined. Although users are not directly involved in
each stage in local provision, the idea is that some type of customer representative, either an elected
official or area volunteer, does have influence over the decision process in each stage. This representation
is supposed result in better responsiveness and transparency of actions by the local provider than by the
KWA. The next two chapters will explore the actual occurrences and outcomes in three local level cases
in order to access how the new institutional arrangements in each stage create mechanisms for better
responsiveness and transparency.
Chapter 5: Customer Responsiveness
A. Introduction
The water authority's responsiveness to users needs to be evaluated in all stages of the water
infrastructure planning. It is important to disaggregate a water scheme into its different phases because
each phase introduces different, or unique, actors and circumstances that shape the incentives and
opportunities for the local water provider to be more responsive. The following analysis addresses three
different phases of the project cycle: project selection, project design and construction, and project
operations and maintenance (O&M).
As discussed earlier, greater responsiveness is primarily a function of (1) improved information
about demand and (2) incentives for the provider to act on this information. The cases illustrate how
devolution can assist in the creation of local mechanisms to achieve both of these objectives. Although
not explicitly addressed in the People's Plan policy framework, efforts to increase direct beneficiary
involvement in the decision-making processes in each phase of water planning results in more customer
responsive actions by the provider. However, the effectiveness of the involvement in influencing
decisions in these cases is related to capacity at the community level for dealing with issues particular to
water. This capacity seems to be a result of preexisting community efforts at gaining access to drinking
water services.
Inclusion of beneficiaries during the decision-making processes also created more incentive for
the provider to act on local preferences because it created the ability for users to apply more direct
pressure to the local provider. The inclusion of beneficiaries also fostered a more collaborative process
between the water provider and the potential users. The motivations for local provider to allow greater
user influence remain unclear. The preliminary evidence from these cases suggest that local governments
were more willing to permit user influence when they perceived such action would provide fiscal relief.
B. Responsiveness in Project Selection
In a demand-responsive approach to water planning, project selection should be made on the
basis of expressed desire by potential users for new or improved water services, which is often articulated
by users' willingness to pay the cost of a particular service level. The demand responsive approach can
be contrasted with a supply orientation, in which decisions are made on the basis of technical targets (e.g.,
minimum service levels) or agency staff's perceptions of which communities have the greatest need.
Whereas the People's Plan (PP) theoretically provides a framework for greater demand
responsiveness in project selections, in practice the selection of projects by local authorities has not been
consistently more responsive than the KWA. Under the PP policy framework, all projects proposed for
consideration by the local government are to be conceived and promulgated at the ward-level grama
sabha (GS) meetings, and then advanced to the grama panchayat Board (GP) by the Ward
Representative. These meetings are intended to increase user voice to the new local water provider, the
GP, thus providing the local water provider with the accurate and most direct information about actual
user demand for piped water service. According to the State Planning Board (SPB) procedures, no
project advanced by the GS can be rejected by the GP; however, the GP does have the authority to
prioritize projects for funding each year. Without funding approval, projects receive defacto rejection, at
least temporarily.
In the case where project selection was most responsive, Mundathicode, the local provider
created a mechanism by which the collection of demand information was more systematic than in the
other two cases. This approach uniformly increased the quality of information, thus decreasing
informational asymmetries, which is important to increasing responsiveness to competing demands.
Additionally, the information was collected directly from the beneficiaries, as opposed to through
representatives. This unmediated information also increased the quality of information, in terms gaining a
first hand understanding of customer demands and of local conditions.
Better information is only half of the story. In Mundathicode, the decision-making body had
greater incentives to act on this information because direct user involvement created pressure to use this
information in the final decision. In effort to understand what incentives the provider has to respond to
users' expressed demand, it is important to analyze which institution is responsible for deciding on the
project funding. Table 5a summarizes where the decision for project selection lies in the three cases.
Table 5a: Organization Responsible for Selection of Water Projects:
Mundathicode, Narikunni and Vellukara
Panchayat Body in which ideas Body which decides on Members of body which
for projects are project funding decides funding
proposed
Mundathicode Grama Sabha Task Force Committee One Elected Ward
Representative, KWA Assistant
Engineer, Minor Irrigation
Assistant Engineer, 2
Representatives from each ward
level Task Force Committee.
Narikunni Grama Sabha Gramapanchayat Board All Elected Ward
Representatives
Vellukara Grama Sabha Grama panchayat Board All Elected Ward
Representatives
In both Narikunni and Vellukara, the gramapanchayat Board, which is the body of elected
representatives from each ward, has the final say in which water projects will be funded. Contrary to the
assumptions of People's Plan framework, these actors do not act only on residents' demands, but are
subject to political pressures and incentives that extend beyond the concern for constituents' reactions to
their decisions. Lack of mechanisms for user involvement in the decision-making process leads to poor
demand information, as well as few incentives to respond to this information.
Improving Quality of Demand Information
In both Narikunni and Vellukara, information about demand for improve water supply is
presented to the body which select projects in a second-hand manner. Narikunni lacks a systematic
mechanism for collecting demand information. There is no physical or social evaluation of the
community asking for water service according to these criteria. Instead, ward representatives present an
oral account of the problems facing their residents. Anecdotal evidence is presented in the GP meeting
describing the hardships of the community, including pertinent information on number of households
under the poverty line. Members of the GP expressed that general information about each community is
commonly known, and this assumed knowledge is factored into their decision. In fact, the ward
representative's ability to advocate on behalf of the community during GP meetings determines whether
the Board makes a more informed selection of projects.
In the case of Mayard Vala scheme, this system of political advocacy worked in the community's
favor to increase the quality of demand information, because it had a well-connected political party
worker, Mr. Babu, who was also a resident of Mayard Vala. Additionally, Mr. Babu was the Chairman of
the panchayat level Task Force Committee (TFC) on water and sanitation, which provided residents of
Mayard Vala with more access to the local government and the decision-making process, than residents of
competing neighborhoods.
Even though official procedures rely on the GS to be a better conduit of demand information to
the GP, political maneuvering, like that performed by Mr. Babu, undermines a systematic collection of
quality information through the GS. In this case, informational asymmetries about user demand still
existed in the devolved water provider, as political connections allowed for better access to the local
authority for expression of demand in certain cases and not others. Additionally, the local authority was
responsive to Mayard Vala demands because it was reacting to political pressure, not to some
institutionalized incentive or procedure to consider all expressions of local demand equally.
In Vellukara, the GP created a list of communities that its members considered in need of piped
water service using information gathered in the locally conducted panchayat survey at the beginning of
the People's Plan Campaign. The survey was conducted in 1996 according to the SPB guidelines by
training community members to interview households and conduct a physical assessment of property and
resources. Once this information was gathered, the ward representatives ranked the communities for
water projects according to criteria, including economic status of recipients, whether they were Scheduled
Caste/Scheduled Tribe (SC/ST), water scarcity and physical location, e.g., if the community is located in
a hilly area. This initial prioritization of projects for selection was not based on expressed demands of
area residents, but instead on the interpretation by the small group of GP members regarding what areas
required supply. Annual revisions to the list are made as the ward representative advocates new projects
for her/his particular area. Much like in Narikunni, project selection depends on the influence of a ward
representative in negotiations for fiscal allocation, not on prioritization according to need, which was the
original intent.
One unique innovation in the Mundathicode GP is the composition of the Task Force Committee
(TFC). People's Plan orders make no explicit requirements of TFC composition in terms of ward
representation. Therefore, in other panchayats, like Narikunni, voluntary membership in the TFC is
decided on interest, which is usually expressed only by party workers. However, the Mundathicode GP
has fine-tuned the constitution of the TFC in order to ensure fair citizen representation from all wards.
Two members of each ward-level TFC are chosen as members of the panchayati TFC (Table 5a).
Additionally, the composition of the TFC allows non-elected representatives who specialize in water
supply from each ward to be part of the decision. These representatives are involved in the formulation of
projects at the GS level, and therefore bring a more in-depth understanding of the particular aspects of the
project to the decision-making institution then the ward representative. This fosters better and more
uniform demand information to the body deciding on project selection.
As part of the evaluation, the TFC members actually go into each community being considered
for funding and interview potential beneficiaries. This process ensures that the decision makers gather
first hand knowledge of area conditions, as opposed to the process in Narikunni, which relies on the
knowledge of the ward representatives, and more importantly on their powers of persuasion.
Additionally, the assessment of beneficiaries' willingness to participate in the project management
constitutes a crude proxy for willingness to pay, as an individual's willingness to give up time entails
some foregone opportunity cost. The institutions in the other two panchayats have not made the
residents' disposition to participate a part of the project evaluation process.
Incentives to Use Demand Information in Project Selection
In case of Sebastian Nagar, Vellukara, the GP Board did not have an incentive to respond to
information regarding demand preferences. Two other incentives were at work which caused them to
ignore demand information in favor of a top-down approach to planning, namely the desire to garner
constituency support by supplying free water and the People's Plan policy on fund disbursement. This
became evident in the first round of decisions on project financing taken up by the GP in 1997. The GP
dedicated Rs10 lak ($25,000) of the panchayat's resources to develop drinking water schemes. While
some members of the GP wanted to fund projects according to the priority list, other members opposed
this method, because the differing cost structure of the individual schemes resulted in some wards getting
more money than others, as well as in financing delay of lesser priority projects. In compromise decision,
the GP evenly split the allocated money between the top five projects, regardless of their actual funding
needs. Each project received Rs2 lak ($5,000); however, the Sebastian Nagar scheme, which was
intended to serve an SC/ST colony with seasonal water scarcity, was projected to cost Rs2.5 lak ($6,250).
Because the colony was located at the end of the distribution line, the reduction in funding resulted in the
neglect of the intended beneficiaries who were demanding water provision.
In its most recent decision on project selection, the Vellukara GP exhibited a technocratic, top-
down approach to selection of water projects unrelated and unresponsive to the expressed demands of
residents. In collaboration with the KWA Assistant Engineer, the GP Board drew up an all inclusive
distribution system for the entire panchayat that it plans to implement with funding from the district
panchayat. The idea, expressed by the GP President, was to use this large sum of money, over Rs56 lak
($140,000), to lay down as much pipe as possible, regardless of consideration for the area's expressed
need or scarcity, in an attempt to create the foundation for a future connection to a more reliable KWA
source.
The concern for comprehensive coverage outweighed any consideration of relative scarcity, need
or poverty. The President noted that, because such a large amount of money had to be spent in a short
amount of time according to People's Plan procedures, purchasing and burying large quantities of pipe
was also the most feasible and administratively easy project to undertake. Receipts had to be produced
each quarter of the fiscal year, demonstrating that one quarter, or Rs14 lak ($35,000), had been spent or
else future installments would have been denied. The imposed timeframe created the incentive to avoid
time-consuming, consultative projects selections based on expressed demand in favor of swift,
concentrated decision-making. Government representatives were quick to point out that construction was
undertaken according to the letter of the People's Plan policy framework, with an established Executing
Committee for handling of funds and procedures.
In Mundathicode, the local government has set up an alternative system by which the panchayat-
level Task Force Committee (TFC) prioritizes which schemes will get funded according to criteria given
by the GP, and the GP Board simply approves the recommendation of the TFC. All potential projects that
are requested by the GS and presented at the GP Board meeting are passed onto the TFC for detailed
evaluation. The members of the GP do not second-guess the recommendations forwarded by the GS.
Another innovation is the division of powers between the party in charge of funds and the body
that actually selects projects. While the criteria for project selection, such as water scarcity, poverty and
willingness to participate in maintenance of the scheme, is established by the GP, the TFC actually
evaluates and prioritizes communities according to these criteria. Because of a personal conviction in the
self-help ideal of the People's Plan, the GP President, Mr. Ajithkumar, strongly advocates that
demonstration of willingness to contribute labor and money to project management, often in the form of
previous organization of users into an association, be included as a criterion for project selection. This
factor, he feels, helps distinguish the users with real demand from others.
The case of Mundathicode exhibits the most successful attempt to institutionalize a process of
assessing and responding to residents' demand in water supply planning. Decision makers solicit
information on user water needs and conditions in face-to-face meetings with potential users. The TFC,
constituted primarily of non-elected officials, also has less of an incentive to play politics in project
selection as compared to members of the GP. In Narikunni, the users' only influence on the selection
process depends on local politics, so that the competence of the elected official and other possible
political contacts he or she might enjoy limits residents' ability to express their demand.
The overriding reason for differences in responsiveness of local authorities in project selection is
the creation of mechanisms for improved collection of demand information and the incentive for the
provider to use this information as the primary basis for selection. The Mundathicode GP has a strong
commitment to the principles of the People's Plan, which is lacking in the Vellukara and Narikunni GPs.
The leaders of the Mundathicode GP envision government as a means to jumpstart community action and
self-reliance, therefore weaning residents from a paradigm where government provides all services. By
contrast, Mundathicode used the new policy framework to change the way projects were chosen, whereas
Vellukara took advantage of the People's Plan funds to feed the regular system of political patronage.
C. Responsiveness in Project Design and Construction
The People's Plan policy framework envisions beneficiaries that are directly involved in
decisions on project design. The grama sabha, the forum comprised of residents of the ward, is supposed
to be the institution that not only generates a list of needs for the ward, but also problem solves and makes
concrete suggestions as to how these needs are to be addressed. For drinking water, these proposals
would include the level of service that would best address their needs. However, in practice, the GS
serves as an arena in which ward level demands are expressed and prioritized, with little effort made to
develop concrete solutions to the problem. In contrast to this theoretical process, design decisions in all
three cases are taken by a different set of actors, with varying results as far as planning according to felt
needs of the community.
The devolution of water provision provides the opportunity to create institutions for more
collaborative decision making regarding scheme design. The extent to which users in these cases were
actively involved in decisions on design appears to be related to how responsive the provider was to their
water supply needs. However, the effectiveness of this involvement seems to have been a function of
community capacity. In the cases of Narikunni and Mundathicode, design improvements were advocated
by community members who had some previous experience in drinking water supply.
Moreover, user involvement was more effective in the cases where residents had formed an
interest group, with some conception of how the project could address their needs, before the project was
put under consideration by the GP. The preexistence of a cohesive group allowed users to better
articulate a vision for their service to the authority designing the scheme. The organization of users
created a pressure group that acted as an incentive for the provider to incorporate their design suggestions.
Design of water system includes both the technical decisions as to the level of service, i.e., public
versus private taps, seasonal versus year-round delivery, as well as the choice of a management regime
for the continued functioning of the scheme after construction. The emphasis placed on user-informed
design in the demand-driven approach to water planning comes from the relationship between project
design and sustainability. According to many theorists, only those schemes that are designed according to
user preferences for level of service will be valued and utilized by users. If a project is planned
irrespective of users' preference, users will neglect to contribute to its maintenance, or might completely
refuse to use the service; such behavior leads to system deterioration and eventual breakdown. Therefore,
the process by which a project is designed, particularly the degree to which the process is informed by
user preferences, has a direct bearing on its sustainability. For the cases included in this research, table 5b
summarizes which institution was in charge of decisions over level of service.
Table 5b: Organization Responsible for Deciding on Scheme Design:
Mundathicode, Narikunni and Vellukara
Panchayat Institution Technology Type of Service
Mundathicode Beneficiary Committee Pumped daily from well Public Taps, Seasonal
directly to taps
Narikunni Grama panchayat in Pumped daily from well Household Connections,
consultation with below the hill to an Year-round
beneficiaries overhead tank
Vellukara Grama panchayat Pumped daily from well Public Taps, Year-round
directly to taps
Mechanisms for Involvement of Beneficiaries in Design
In Narikunni, there was no formal arrangement for involving beneficiaries in design decisions.
Access to this process was provided and mediated through Mr. Babu. However, this increased
involvement, although not formal, did have a positive effect on the provider's ability to better meet user
needs in terms of service level. Initially, the grama panchayat Board had the panchayat Engineer design
a distribution system containing 14 public taps. The GP made this decision according to convention,
because all previous panchayat-sponsored schemes were designed as public-tap systems. Since the GP
had never entertained the idea of users contributing cash toward the project's capital costs, the GP only
felt obliged to fund works for public benefit, i.e., a public tap distribution system, rather than for private
benefit, i.e. a system with private connections. The GP was expecting system users to pay for all costs
associated with operations and maintenance (O&M).
However, Mr. Babu, the individual spearheading the effort in the Mayard Vala community as
well as the Task Force Committee Chairman, discussed with the panchayat President the advantages of
converting the project to one comprised entirely of metered household connections. Mr. Babu's
reasoning was that, whereas individuals misuse water from public taps because they do not bear the cost
of incremental usage, with metered private connections, users will be more conscientious of use if they
are made to bear those incremental costs. Moreover, the conversion would be done at no extra cost to the
panchayat, since users would be responsible for the expense of hardware and installation for the main
trunk line to the house.
Mr. Babu presented another persuasive incentive, appealing to the local government's self-
interest, for the GP to allow an upgrade to household connections. In a previous panchayat-sponsored
public tap scheme, the GP had come to an agreement with beneficiaries that it would cover the scheme's
capital costs, but users would be fully responsible for O&M expenses. Nonetheless, the panchayat
government was eventually left to pay monthly operating expenses for this scheme because most residents
considered operational costs of public taps to be the responsibility of local government, as was
traditionally the case in other public tap systems administered by the KWA. A free rider problem
developed because residents claimed not to use the public taps as much as their neighbors, and so they did
not feel responsible for the costs. Mr. Babu pointed out that metered household connections measured
individual usage, so that costs could be easily assigned, and evasion of payment due to the argument of
non-use was impossible. Therefore, this system greatly reduced the risk to the panchayat government of
having to pay for O&M charges.
While the GP agreed that conversion to private connections was a good idea, Mr. Babu met with
the scheme beneficiaries to convince them that household connections were also in their favor. Over a
three-month period, roughly 95 per cent of the beneficiaries, along with the Ward Representative, GP
President and Vice President and members of the TFC on water supply, attended three meetings to
discuss design. Mr. Babu expressed the convenience of having the water source on one's compound. The
overriding advantage for individuals was the fairer distribution of costs, because users would pay
according to their usage. Social marketing on the part of Mr. Babu led to a consensus among users to
pay the full cost of the physical connection from the main pipe to the house, as well as the meter, which
together totaled Rsl,000 ($25) on average.
In focus groups, as well as individual interviews with users, users expressed satisfaction with
having their own private connection because of the convenience it afforded as well as the ability to easily
monitor and control their financial liability for water use. One elderly woman described how she closely
watched her meter, and turned to local ponds for clothes washing when her water usage approached the
amount she was willing to pay per month.
In Vellukara, once the GP had selected areas that would receive a distribution line, the Board
representatives approached design as a technical exercise in sole consultation with the KWA. Unlike in
Narikunni, no member of benefiting community had input during the process of designing the scheme.
Instead, the KWA Assistant Engineer created a public tap distribution system for each area according to
KWA standards, with taps spaced 150 meters apart along a main road. When asked whether preferences
for design were solicited from beneficiaries during the grama sabha meetings, the GP President at time of
construction, Mr. Luis, opined that the GS was too chaotic a forum in which to generate solutions. It was
easier for the GP to present beneficiaries with a pre-drawn plan and to reserve the right to consider minor
adjustments in the planned system, such as in the location of public taps.
In fact, the reliance on KWA standards for tap placement instead of community demand resulted
in the design of a scheme that did not even reach the intended SC/ST beneficiaries in Sebastian Nagar,
which is located at the extreme of the proposed distribution line. The GP Board decided that public taps
should be placed every 150 meters along the route of the distribution line. The costs associated with this
servicing decision resulted in an initial lack of money for the remaining pipe necessary to reach the
colony. Moreover, it is questionable how much revision and deviation was permitted according to user
input from the original design and intent of the GP Board.
In interviews with six beneficiary households in this neighborhood along the route to Sebastian
Nagar, they were clear that they never asked for public taps to be placed along the roadside, and
subsequently, they were not willing to contribute money for maintenance. During the construction, some
of these area residents approached the panchayat government about receiving private household
connections, and were willing to pay the additional cost for such a service upgrade, but they were denied
because of uncertainty of the source's yield. The result of this decision by the GP was an under-servicing
of this area, as beneficiaries preferred to draw water from their own wells, which were much closer to
their homes. During the dry season, many do used the piped water to supplement their private supply, but
when pressed about willingness to pay for these services, they stated that they would do without the tap
water.
Fortunately, the GP realized cost savings of Rs50,000 ($1,250) during the construction by
substituting volunteer labor for day laborers and procuring some materials below projected costs.
Therefore, the project was extended to the originally intended beneficiaries in Sebastian Nagar within the
budget allocation of Rs2 lak ($5,000). The extension was performed using the same KWA standards for
public tap delivery system. However, the residents of SC/ST colony were over-serviced because their
demand for piped water only existed in the dry season, from March to May, when the area wells were
insufficient to supply adequate water. The GP never consulted with the colony users about their need.
This only became apparent when the users were asked to contribute monthly fees to pay for the pump
operator. Instead of contributing money during the wet season, they preferred to obtain free water from
the abundant public wells.
Any involvement of the users was limited to carrying out of design plans already decided upon by
the GP. An Executing Committee (EC) was created, according to the orders given by the SPB, in order to
execute the project, but members of the EC were not necessarily beneficiaries themselves. In fact, the
chairman of the committee was a party worker from another area. Instead of being the locus of decision-
making on project design issues, the EC was used in a very instrumental way by the GP to perform tasks,
such as material procurement and organization of volunteer labor, according to the local government's
design. The EC was only accountable to the GP and not in any way to the users.
The closest that the local authority came to being responsive to customer's felt needs in the
design was by allowing users to participate in decisions on modifications of public tap locations. The EC
divided the distribution line into fives areas, and called meetings with households within those areas to
decide on the precise placement of public taps. Modifications to the original KWA layout were made
according to consensus decisions arrived at during these meetings, including the addition of six new
public taps. However, KWA has achieved a similar level of responsiveness in design in the Mala scheme
when aided by the work of an intermediary non-governmental organization, the Socio Economic Unit
Foundation.
The GP Board made fundamental design decisions on level of service independent of users'
preferences in other wards as well. The President gave an example of an overhead tank that was
constructed for another scheme that was never used. Ultimately, it turned out that pumping directly from
the source was sufficient to meet the needs of scheme customers. The president admitted that the reason
for construction of a more elaborate distribution system was the GP Board's tendency to follow
conventional and generic technical solutions to water distribution, without considering appropriate
adaptation of scheme technology to user demand or volume.
In Mundathicode, the decision on the type of service to be employed was made by beneficiaries
themselves, through their organization in a water association. The suggestion to form such a society was
given by the panchayat president. The duties of the TFC in Mundathicode were conceived as more
advisory, providing the technical expertise for residents to realize their rough ideas for water service. The
TFC, through face-to-face meetings with the associates of the Peringandur's water association, was able
to gather first hand information on user preferences. The GP requirement that TFC meet with area
residents created a mechanism by which these residents became collaborators in the process of designing
the system.
After funding was allocated to the scheme, the members of the Executing Committee (EC) were
selected from among the individuals subscribed to the water association. Plan implementation was
carried out by individuals that would be directly affected by the outcome of their actions. As a result,
when users discovered design problems, such as the location of public taps, during construction, the EC
acted quickly to realize user preferences for alterations.
Community Capacity
In Narikunni, user involvement in design decisions was effective because of the community's
capacity to understand and take action on water delivery issues. Mr. Babu, along with two Communist
party leaders and two area residents, had been collaborating to get water service to this area for the past
15 years. Previous successes in community mobilization and petitioning for government funds
demonstrated the level of self-organization that preexisted the introduction of this scheme under the
People's Plan agenda. After a severe drought in 1987, these individuals had successfully organized to
receive money from the Block Development Officer for constructing a large well in the paddy field. This
effort included collecting over Rs3,600 ($90) from area residents. Again in 1996, the community, lead by
this group of five, succeeded in accessing funds from the District Panchayat for construction of the
overhead tank atop the hill. This effort required the mobilization of volunteers to build an unpaved road
where none existed.
In Vellukara, there was no previous collective action around the issue of water in the Sebastian
Nagar colony. The beneficiary community, which included both residents of the middle class
neighborhood and SC/ST colony residents, was an artificial creation of the GP.
The preexistence of the water association of Peringandur allowed residents to present a coherent
and well-conceived scheme plan in the GS meeting. Mr. Ragavan, the long time resident of Peringandur
who was advocating for action on local water scarcity, met with households that were affected by the lack
of water in order to discuss possibilities for a distribution system. A core of interested households formed
a water association, and canvassed the neighborhood encouraging other households to join. Membership
required a contribution of Rs50 ($1.25), which was put toward the cost of construction. This independent
group was constituted before any scheme idea was even promoted by the panchayat government.
Subsequently, the body responsible for technical drafting of the system, the Task Force Committee, based
the design on the well-thought out idea presented by Peringandur residents.
Association members convened before the grama sabha meeting to elaborate on exactly what
type of proposal they wanted present in the GS forum for funding consideration. While many of the
participants expressed a desire for private household connections, the uncertainty of the yield from the
existing source precluded that possibility. Mr. Ragavan knew about potential yield problems because the
proposed source had already been dug further to increase its yield during the dry season. This problem
was clearly explained to the residents. Additionally, the panchayat president made it clear to the
beneficiaries that they were responsible for all O&M costs. In turn, the users decided to only run the
system during the months in which free sources of water, i.e., their own wells, were not available.
Incentives for Provider to Allow for Beneficiary Influence
Under the People's Plan, the panchayat governments of Narikunni and Mundathicode recognized
a unique opportunity to reduce their financial burden. Whereas local governments were automatically
responsible to pay an annual fee of Rsl,750 ($43.75) per public tap installed by the KWA, users could be
made financially responsible for new locally developed systems. In interviews, both panchayats'
president emphasized the burden of KWA payments on their annual budget.! Such prospective savings
1In Narikunni, the annual panchayat bill for KWA services amounted to roughly Rs4 lak ($10,000). In
Mundathicode, the annual KWA payments total roughly Rs3 lak ($7,500).
served as an incentive for these local governments to encourage user autonomy early in the process. In
turn, this autonomy allowed for greater user input into the design process.
In the case of Narikunni, it is hard to distinguish whether the system was designed according to
user preferences, or whether those preferences were shaped according to the GP's pre-determined notion
of optimal system design. This would depend on whether users were given a real choice on service level,
i.e., using a public versus a private tap, or whether the choice was between no project versus one designed
according to the GP's preference for private connections. What can be said is that because it was in the
interest of the local government to convert the system to household connections, the local authority
remained flexible to incorporating users' preferences into the system design.
However, recent interviews with the panchayat government have revealed that this initial
flexibility has given way to rigidity toward user preferences. It has re-instituted a supply-oriented
planning process, but now with the assumption that everyone prefers, or should prefer, a household
connection. The Board has instituted a policy that all new community schemes funded with PP funds will
be designed with a private tap distribution. The reasons given by members of the GP Board for exclusion
of public tap systems include: increased difficulty in O&M, wasteful water consumption, time wasted
queuing at public taps, and difficulty in enforcing user payment. The overriding incentive is reduced
financial burden on the GP government, as previously explained. Now, this incentive has produced an
inflexibility on the part of the local authority when approving user-generated designs that are perceived to
increase its costs.
In the case of Sebastian Nagar, two incentives are driving decisions within the institution
responsible for design, namely the GP. First, the orientation of the panchayat government is for
coverage, not addressing customer preferences for level of service. They are concerned with laying down
the maximum length of pipe and therefore nominally providing a minimum level of service to all
residents, as opposed to optimally servicing the most needy residents, which is their stated goal. The
political incentive for this type of action is strong, as the ability to showcase miles of pipeline to
constituents allows for quantitative boasting of the efforts each representative had made toward campaign
promises of water provision. As long as constituents evaluate performance on numbers, maximizing
ribbon-cutting opportunities is always in a politician's best interest. Additionally, because promises are
made to supply free water, public taps represent most cost effective way to fulfill these promises.
Second, the panchayat members are not receptive to the idea of monetary contributions by the
beneficiaries for capital expenditures because of the politicians' attitude that it is the government's duty to
provide water as a free public service. Again, this stems from the political orientation and practice of
government as a patron, where the responsibility of officials is to provide spoils to supporters. Such an
arrangement does not allow for the introduction of user contributions for capital costs or user fees, and
therefore limits the ability of local government to provide differing service levels that better matches
consumer preferences when those preferences extend beyond the financial capability of the government.
Surveyed users expressed the belief that the panchayat government should be providing water
free of charge. Such expectations are not surprising, given that residents in the SC/ST colony were
promised free service by their Ward Representative, Mr. Sajeevan, during the campaign season. Even
after the scheme was completed, Mr. Sajeevan hid any expectations from residents that the Board had in
user contributions, namely volunteer labor for daily operation of the pump. A member of the local
authority fostered users' conviction in the right to free water.
Mundathicode is a rare instance where the users themselves have a substantial influence on the
design of their water supply system. By approaching system design as a collaborative effort with
beneficiaries, the institution in charge of formalizing system design, the TFC, has more incentive to
choose a service level that matches users needs and desires. By removing decision-making authority from
the GP and handing it over to the TFC and beneficiaries, design decisions are not made for political
considerations, but instead to maximize the well being of the users.
This level of user involvement is best achieved under certain conditions. First, the commitment
of the local officials to the policy framework of the People's Plan, in both spirit and procedure, is
important in realizing improved responsiveness in design. The Mundathicode GP envisions area water
schemes as belonging to the community, as opposed to a project spearheaded and managed by the
government. This orientation fosters the development of institutions that are more consultative and
advisory, rather than promoting a government agenda.
Additionally, collaborative decision-making is more conducive in schemes that encompass a
small area and a population with fairly homogeneous preferences and resources. The communities in
Mundathicode and Narikunni exhibit these characteristics. In Vellukara, the government's creation of a
beneficiary community from residents with differing needs and backgrounds resulted in the absence of
community organization and consensus to push the local authority to recognize its preferences. The
importance of existing conditions presents a challenge in large rural schemes to devise better institutions
that can achieve greater collaboration with users.
A. Responsiveness in Operations and Maintenance (O&M)
Beyond the mere design of service level, a responsive water authority must be willing to maintain
the level of service it has committed to providing. In operations, this means that service is reliable, i.e.
received when expected and in the amount desired by consumers. Additionally, the system must be
maintained in order to ensure longevity of service in the face of increasing consumer demand. This
means that any system problems or faults must be addressed in a timely manner, so that disruption is
minimized or altogether eliminated.
Timely correction of isolated faults in the distribution line relies on an efficient mechanism to
reduce the time it takes to communicate problems to the service provider. Just as important, incentives
must exist to make the water authority act as quickly possible once information has been received.
Devolution of authority for system operations and maintenance (O&M) to a local provider is supposed to
improve both of these mechanisms. The physical proximity of the local provider to the users can reduce
the time it takes to communicate problems. More importantly, the members of the local authority should
be more sensitive to the problems facing the users since these members are themselves receiving the same
service.
The three cases illustrate that these two assumptions do not necessarily hold in practice. The
establishment of clear lines of accountability is a prerequisite for eliciting prompt response from the water
authority, and not necessarily a result of localizing service maintenance. The time involved in reporting
problems is as much, if not more, a function of reducing administrative complexity than of reducing
physical distance. This complexity is directly related to a clear understanding of exactly those responsible
for O&M.
In practice, lack of clear instruction on the transition from the construction phase of the water
system to the operations management phase in the People's Plan policy framework frustrates the
establishment of clear lines of accountability. State Planning Board rules only provide for the institution
of an organization for the period of construction (the Executing Committee), which immediately is
dissolved upon commissioning of the scheme. The creation of an O&M organization and assignment of
responsibilities are left to the discretion of local governments.
Different local providers dealt with the lack of policy prescription on institutional arrangements
for O&M in different ways, with varying results for improving responsiveness of the local water provider
(Table 5c). A clear understanding of which body was in charge of O&M, namely the Beneficiary
Committee (BC), in Mundathicode and Narikunni allows for the physical proximity of the BC members
to have a positive effect on information flow. The primary incentive for responsiveness of the local
provider in these cases is a desire to maintain the system from which the members of the BC also benefit.
However, Vellukara illustrates that physical proximity without a clear understanding of which body is
responsible does not improve information for action. Additionally, in the case where the provider is
outside of the community, a set of incentives beyond goodwill must be created to ensure that the provider
will act on information.
Table 5c: Organization Responsible for O&M:
Mundathicode, Narikunni and Vellukara
Scheme Organization responsible Member affiliation How organization
for O&M members are selected
Mayard Vala, Beneficiary Committee Customers of the By consensus of
Narikunni Mayard Vala scheme customers in a general
body meeting
Sebastian Nagar, Split: 1) Elected Ward 1) By panchayat-
Vellukara 1) Grama Panchayat Representatives wide elections that
government for cost 2) Independent Agent occur every 5
of repairs and years
electricity 2) By the panchayat
2) Pump Operator for officials
1)adailynpumpingn
Peringandur, Beneficiary Committee Customers of By consensus of
Mundathicode Peringandur scheme customers in a general
I I_ , body meeting
Creating Clear Lines of Responsibility for O&M
In Narikunni, the GP clearly informed the residents of Mayard Vala that it would not assume any
responsibility for O&M. The GP left it up to the residents to make the arrangements for management of
the scheme beyond construction, including all costs. In light of this policy, the same group of individuals
that took charge of the construction of the distribution system also assumed responsibility for the O&M.
According to SPB procedures, the EC was formally dissolved, but in the first general body meeting of all
scheme beneficiaries, the former EC members stood again for selection to the Beneficiary Committee
(BC). These members, who were residents and users themselves, made a public commitment to
maintaining the service and addressing needs for repairs. Each of the users interviewed named a member
of the BC that they could call on within a few hundred feet if a pipe break were discovered or other
problem were to occur.
A similar arrangement existed in Mundathicode, where many of the original members of the
Executing Committee were selected by users in a general body meeting to be on the Beneficiary
Committee. However, in actual practice, the line of accountability goes directly to Mr. Ragavan. Much
like Mr. Babu, he originally conceived of the idea of local water provision and first organized the
community into a beneficiary committee in order to receive panchayati funds. When surveyed about how
problems are fixed, users stated that they simply inform Mr. Ragavan and he quickly rectifies the
situation.
In Vellukara, the dissolution of the Executing Committee resulted in a complete collapse of lines
of accountability for scheme management. While the panchayat government assumed the bulk of the
financial burden for O&M, including electricity charges for the daily pumping and costs of repairs, it
wanted to rely on volunteer labor for the actual day-to-day pumping of water throughout the system.
However, the GP did not make its intentions clear to beneficiaries, still claiming that the local government
was giving water free, with no obligation, to its residents.
On the outset, the GP identified a person living nearby the pump house who was willing to switch
the pump on and off at hours determined by the users for free. When this person moved out of town, the
GP asked his brother, Mr. Velayuda, to continue the work. Mr. Velayuda was not a beneficiary of the
water service and considered the time spent to perform the task, approximately 2-3 hours daily, to be
excessive. Therefore he required monetary compensation for his labor.
At this point, the GP President, who was the Ward Representative for Sebastian Nagar, asked the
users in the SC/ST colony to contribute Rs1O ($.25) monthly in order to compensate the pump operator.
The president made it clear that the Rs 10 ($.25) was considered a contribution and not a user fee, so as
not to retreat from the election promise of free water. Most beneficiaries considered this amount
reasonable, which resulted in an average monthly salary of Rs300 ($7.50). However, they were only
willing to make this contribution during the dry season when area wells did not provide enough yield for
daily water needs. Once the users stopped paying, Mr. Velayuda refused to continue to pump water. By
disrupting supply and directing user anger at the GP, Mr. Velayuda tried to apply pressure to the GP to
directly pay him a salary. Many users said it was the panchayat government's responsibility to pay for
the water.
At this point the government shifted its responsibility for delivery, or failure of delivery, to the
pump operator, stating that it was his unwillingness to volunteer that was causing the disruption in
service. At the same time, the pump operator pointed to the GP government as the institution responsible
for ensuring delivery. The GP's decision to divide the responsibility for operations without giving users
any clear details as to who exactly was in charge of particular duties blurred the lines of accountability.
In such a situation, each party was able to pass the responsibility to the other, leaving users with little
recourse for resolving their service problem.
Incentives for Provider Responsiveness in O&M
In Narikunni, Mr. Babu has made a personal and public commitment to ensure the smooth
operation of the scheme, which had been his brainchild since its conception in 1987. After almost 15
years of dedicating time and effort to its creation, Mr. Babu's personal stake in the smooth running of the
system is apparent. Additionally, Mr. Babu receives a salary of Rsl,000 ($25) per month for the work of
maintaining the system. In customer interviews, Mr. Babu was consistently named as the individual who
is ultimately responsible for dealing with problems that are beyond the competency or ability of other
members of the Beneficiary Committee.
Both the public commitment and salary are important ways for customers to easily identify an
individual charged with the responsibility for operations. Additionally, if the users decide they are not
happy with Mr. Babu's performance, they could vote in a general meeting to replace him with someone
else. The ability to remove Mr. Babu if he does not fulfill his function is another important incentive, one
that does not exist for a non-performing KWA worker.
Unlike Mr. Babu, Mr. Ragavan is not monetarily compensated for his duties, but volunteers his
time as an administrator. His personal commitment to the scheme is well demonstrated from his
spearheading the effort to secure construction funding to the labor he contributes during maintenance.
The potential pitfall with such an arrangement is that it relies on the altruism and volunteer spirit of an
individual, or other personal incentives, which are difficult to systematically incorporate into the
institutional design of a local water provider.
Mr. Ragavan recently stood for election as ward representative, which might reveal a political
motivation for his willingness to organize and act. As it turns out, he has lost his bid. If due to his defeat,
he were to decide to no longer perform his duties, users would have no mechanism by which to force him
to perform. Removing him from the BC would not solve the problem, as no other individual has
presented himself as willing to take on the same level of responsibility. Such an arrangement, by
depending on having the dedicated volunteer like Mr. Ragavan, is highly contextual, and as a result
highly fragile. It remains to be seen whether the lack of institutional development will be problematic to
the long-term functioning and maintenance of the scheme.
In Vellukara, the GP had a strong incentive to neglect responsibility for daily pumping because
payment of a salary to the pump operator would set a precedent for the five other schemes that were
administered by the GP using a volunteer pump operator. After an interruption of regular service for
several months, the Ward Representative finally called a meeting among the SC/ST colony users. During
the meeting, the GP officials made it clear that users would have to pay the pump operator a monthly fee
for regular operation all year long. Only after the responsibilities were clearly spelled out, did operations
resume.
Problems in O&M began because the GP assumed that there would be someone willing to
volunteer time to pump water. Because that pump operator was not a member of the beneficiary
community nor was receiving potable water, he had no incentive to do the job. The nature of the scheme,
one that encompassed a large area and with a diversity of neighborhoods, including SC/ST and middle
class households, did not lend itself to collective action or volunteer behavior, which relies on preexisting
social capital and community identity.
Unlike in Narikunni and Mundathicode, where users were of a similar socio-economic
background and had expressed similar needs for piped water, the users of the scheme in Vellukara had
divergent service needs and abilities to contribute. As the high ender users did not receive household
connections, they had no incentive to help in routine maintenance, including reporting of problems,
because relied on their own well as the primary water source. Poorer users of the piped scheme expected
the panchayat government to take care of repairs, and therefore, also had a disincentive to volunteer time
or labor for routine servicing.
The management regime in all three cases was predicated on the assumption that the members of
the beneficiary group would provide the volunteer labor necessary for the tasks of O&M. Local
authorities did not give users any choice in the type of management regime. Allowing for the users to
express such preferences and acting on them is equally important to creating a sustainable scheme as
providing choice in level of service.
The cases illustrate how devolution of water service can lead to the creation of new mechanisms
to increase customer information to the provider and to shape incentives to act on this information. The
flexibility of the People's Plan policy framework allowed local governments to innovate on institutions
and procedures in all planning phases. These cases show that improvement in information is not simply a
consequence of provider proximity, but of the construction of mechanisms that allow for direct user
involvement in decision making. Those institutions which are engineered to foster a collaborative
planning process between users and the provider in turn create incentives for action according to user
preferences, as opposed to provider conceptions or interpretations of those preferences.
While these new mechanisms are important, they did not arise in all cases. The preliminary
explanation seems to be that some local governments view increased user involvement as beneficial,
particularly in terms of easing fiscal responsibilities, while others do not. More research is necessary to
understand why all local bodies do not see the same set of opportunities. Particularly, an understanding
of which historical and political conditions contribute to the development of a panchayat's disposition to
increase scheme autonomy will help inform policy makers when designing a framework for devolving
services.
The People's Plan policy framework relies heavily on community participation and action as a
means to achieving better results in terms of addressing felt needs. These cases show that the success of
such participatory institutions is highly dependent on preexisting community capacity for planning and
decision making in regards to any specific service. Where capacity is weak, responsiveness is less likely
to materialize. While development of capacity in certain services, like child care or road construction,
might not be difficult, such development is especially challenging in technical services such as water
delivery. For participatory mechanisms to function across different communities and panchayats, policy
makers need to concentrate on institutionalizing capacity building.
In the next chapter, I will explore the consequences of devolution for creating more transparent
water service provision. Again, I will focus on the particular institutional arrangements that create more
transparency in planning as well as explanatory variables for why such arrangements are reached.
Chapter 6: Transparency
A. Transparency in Project Selection
The promise of increased transparency in devolved water provision lies in user proximity to
decision makers, which makes it easier to obtain information about the selection process and to apply
pressure for fair selection. However, making decisions within local authority is not automatically
equivalent to conducting the selection process within plain sight of and under the influence of all
concerned parties. These cases illustrate that increasing the information about outcomes of the project
selection is not sufficient for achieving better transparency. Instead, residents must have access to
information regarding the process by which projects are selection. By giving users this access, they can
make an informed evaluation about the fairness and appropriateness provider behavior. This can be
achieved by including residents on the committee that made such decisions, such as in the case of
Mundathicode.
Part of achieving a greater understanding of the selection process is a clear and public
announcement of the criteria used for evaluation. This would allow actors outside the decision making
process to better assess whether justifications for selections are valid. In order to make this entire
monitoring system work, incentives must be in place for residents to demand transparent processes as
well as to act on information.
The ability to ensure that projects are selected in an objective manner, according to pre-
established criteria and not political or monetary influence, is important to increasing equal access to fair
consideration for service according to demand. The extent to which the process of selection is open for
public scrutiny and information about the process is disseminated among all interested parties increases
the incentives for decision-makers to follow rules and avoid deviant behavior. The logic is that greater
transparency in project selection will lead to better results in terms of project selection on demand-driven
criteria. So the real goal of more transparent project selection is achieve choice in a more rational and
objective manner.
Under KWA guardianship, project selection process is completely isolated from user influence.
Ministry control over significant portions of funding for the KWA gives powerful Members of the
Legislative Assembly direct influence over which projects KWA officials put at the front of the line.
Even though project selections are presented as if they are based on rational, technocratic criteria, the
process of selection is politically driven. Other than an understanding that politics drives selection, users
have no way of judging how, when or why their proposed need for piped water will be chosen for
financing.
Establishment of Criteria
The existence of clear and publicly known criteria is crucial to evaluating the fairness of the
selection process. The People's Plan policy framework has no established criteria for project selection in
order to allow local conditions and needs to drive the criteria in each panchayat. However, this lack of
oversight permits local bodies to remain vague about which criteria they employ and how systematically
they are applied.
Although the elected officials in both Narikunni and Vellukara stated that they select projects on
criteria of water scarcity and economic welfare, there are no formally written criteria or checklists. Lack
of documentation makes it difficult to verify whether the criteria used are always consistent and whether
they are systematically employed. According to ward representatives in Narikunni, discussion in Board
meetings revolves around the merits of each proposal in terms of water scarcity and economic status of
residents. However, there is no set prioritization of one criterion over another; variation can occur on a
case-by-case basis.
In Vellukara, the Board members earmark a certain allotment of money for drinking water
projects in a particular year. The GP considers funding sites for potential projects from a list of
communities that are designated as "water scarce." The elected representatives had prioritized the
communities on this list in an earlier meeting of the GP, using the information from the panchayat survey
and general guidelines, such as water scarcity and economic status of residents. During the prioritization
process, this list is not made public or presented to residents for input or consideration
In Mundathicode, a set of criteria that include water scarcity, economic status of residents and
residents expressed willingness to participate is generated ahead of time by the GP. The GP presents
these criteria to the members of the TFC, which creates a strong, pre-established list of criteria, which is
public to multiple decision-making bodies. The TFC is then charged with doing field research by visiting
potential communities to assess their demand according to these criteria. After gathering data first hand,
the TFC use the criteria to prioritize the projects, and then presents its recommendations to the GP Board
for funding approval.
The GP Board has made it a practice to accept the list prioritized by the TFC as the basis for its
funding decision, effectively rubber stamping the decision arrived at by the TFC. The reason for this
practice, given by the panchayat President, is that the TFC has more sector-specific knowledge and first
hand experience with the concerned communities, and therefore is the best judge of where the priorities
for the drinking water sector rest.
In the case of the Peringandur scheme, the community leader who conceived of the project, Mr.
Ragavan, first approached the panchayat president on an individual level for funding. However, the
president told Mr. Ragavan to form a beneficiary group, and raise the issue at the GS, so that it could be
formally decided upon by the TFC. Only by going through the formal procedures were the panchayat
monies available. These required procedures for decisions on funding were known to all GP members,
and therefore could not be circumvented. Because funding was decided by the TFC, it removed such
decisions from the discretion of politicians. In turn, this hampered the ability of individual politicians,
like the president, to hand out project funding as a spoil.
Efforts to Improve Information about the Selection Process
Better information on which projects are selected is insufficient to hold the provider accountable
for its decision. Regardless of the actual basis for its selections, the GP provides residents with
reasonable justifications for its decisions, much like the KWA. Because water schemes are considered in
relation to all potential projects in the service sector, the GP can justify its decision in terms of a tradeoff
with these other projects as opposed to in terms of the absolute merits of the water project versus similar
projects. Greater transparency is a result of the local body creating institutions that allow for better public
information about the actual selection process.
In both Narikunni and Vellukara, selection of projects for financing occurs within the grama
panchayat board (refer back to Table 5a). The board meeting is attended only by the elected members of
the GP and select local government officials, such as the panchayat secretary. Official minutes, which
are kept on items such as vote counts, contain no information on behind-the-scenes political jockeying
and inside deals. Precisely because decisions are made behind closed doors, residents lack the evidence
to substantiate or refute selection decisions. The case of Vellukara provides evidence to show that lack of
public information about the process has negative consequences for transparency.
In Vellukara, even though the list was considered to be an objective prioritization of projects
according to criteria, projects were not necessarily funded and completed according to their ranking.
Sebastian Nagar was considered one of the most needy areas in terms of water scarcity, and its residents
are largely day laborers, earning subsistence wages, and members of SC category. Communities further
down on the priority list received equal financing in order to satisfy the demands of politicians interested
in getting monies for their ward. This process resulted in funding that was insufficient to provide service
to the most water deprived residents.
This political maneuvering occurred behind closed doors, so that residents were not aware of the
actual process through which projects are selected. Residents reported that this decision was explained to
them by Mr. Sajeevan, who simply stated that there was not enough money in that annual budget to
include them, but that efforts would be made to provide water service to the colony in the following year.
In Mundathicode, the selection process actually occurs in the Task Force Committee (TFC), not
in the GP. By altering the composition of the TFC to include two residents from each ward-level TFC,
the GP opens the decision-making process to actors who do not have explicitly political motivations. The
presence of ordinary citizens from all wards on the TFC permits citizen scrutiny and oversight of the
selection process. In this sense, a greater number of eyes are watching the process in action, therefore
increasing transparency and helping to ensure fair decision-making.
Incentives for User Vigilance
The People's Plan assumes that monitoring of selection will take place primarily by residents.
Because they desire to receive more services from the local body, residents would have an incentive to
ensure that their project proposals receive equal and fair review for selection. Evidence shows that
residents are not necessarily motivated to monitor selection. Further research would help undercover why
self-interest is not a sufficient motivation for monitoring. Reasons could include a belief that monitoring
is ineffective given the lack of access to information or simply that the benefits are not great enough given
the required effort.
In Narikunni, after the projects for funding are decided upon, the entire expenditure list is
presented to the public at the Development Seminar. According to People's Plan procedures, this seminar
is supposed to function as an external review of the panchayat's proposed spending agenda for the year,
where ordinary citizens can question GP Board decisions and suggest changes. However, in interviews,
ward representatives characterized proceedings of the Development Seminar as more a forum for
explanation of their decisions than an arena for decision-making and change. Without ability to influence
outcomes, residents are less inclined to participate in such monitoring. Indeed, attendance at the
Narikunni Development Seminar has been falling, and it is mostly attended by political party workers, not
residents.
In interviews with residents from Sebastian Nagar, they do not consider questioning the Board's
decision, because they trust in their political representative to perform such monitoring of unfair selection
on their behalf. The local authority has made no attempt to bring citizens into the decision-making
process, but keeps their interests mediated by politicians. Citizen's reliance on the political process
creates a disincentive to act as an independent monitor for Board decisions.
In Mundathicode, the GP has taken the responsibility for vigilance out of the hands of the general
population and placed it in the hands of a few residents on the Task Force Committee. This clear
assignment of responsibility increases the incentive for monitoring. The process does raise concern as to
whether interest groups pressure members of the TFC to make decisions in their favor. Further interviews
with TFC members could help undercover its occurrence or what mechanisms help shield it from such
pressures.
Mundathicode has invented an institutional arrangement, not prescribed by the SPB, that is more
transparent and that opens the selection process to regular residents, not just politicians. By taking the
decision-making authority out of the hands of politicians, it removes power from individuals who have
greater incentive to make choices based on political loyalties or patronage. In Narikunni and Vellukara by
containing decision-making within the grama panchayat Board meetings, the process of project selection
continues to be shielded from public scrutiny, which permits selection driven more by political concerns
rather than demand. In Vellukara, this lack of oversight contributed to a poorer, more needy community
being overlooked due to political concerns.
B. Transparency in Project Design and Construction
Design and construction of infrastructure projects provide large incentives for corruption because
of the large amounts of money involved. Collusion between the public authority and contractors allows
both parties to profit from the transaction. Increasing the transparency of financial transactions by
requiring external accounts auditing and business transactions to occur in the presence of third parties will
help reduce this corruption. For enforcement to work, procedures must be accompanied by active
monitoring by a party with the authority and the ability to sanction the provider in cases of transgression
and corruption.
Effective oversight of the provider in the design and construction of infrastructure projects
depends on the credibility of the group charged with monitoring and the creation of incentives for that
group to act. The three primary monitoring bodies set up by the People's Plan policy framework, namely
the Executing Committee, the Monitoring Committee, and users themselves, in many cases lack both
credibility and incentives. The only higher-level oversight mechanism - through staggered the
disbursement of funds - is also ineffective since it is primarily instituted as an incentive to spend money
quickly, not honestly.
Creating Credible Monitoring Bodies
According to the PP policy guidelines, the Executing Committee (EC), comprised of a minimum
of 9 members, is formed in a meeting of the beneficiaries of the proposed scheme. The positions on the
EC are voluntary, under the assumption that the people who will ultimately benefit from the water service
are willing to exchange their time for such benefits. The EC provides similar services to those of a
contractor, such as coordinating construction efforts, including procurement of materials as well as
organization of voluntary labor from the benefiting residents. In order to avoid the public tendering
process, by which tenders are solicited through the local newspaper, the EC can choose to purchase
materials at fixed prices from the state cooperative, RAIDCO.
Ideally, transparency increases as a result of the number of members included in the EC.
Increasing the number of individuals who stand to benefit from the efficient use of funds makes it more
difficult for a contractor or supplier to collude. The contractor would have to pay off too many
individuals to receive a contract, so such kickbacks would be unappealing. However, this mechanism
relies on the assumption that all members of the EC are equally engaged in procurement.
Once the EC is formed, a convenor and chairman are elected from among its members.
According to Local Administration Department Government Order No. 31/98/LAD, the convenor has to
sign an official agreement, which stipulates that the "true and correct accounts of all incomes.. .will be
maintained with all supporting vouchers and bills." The chairman and convenor set up a joint account at
the local bank to which the Implementing Officer (10) transfers funds for the project.
Other than vague orders that the EC be formed in a meeting with potential system users, there are
no procedures given for selection of EC members. There is an implicit assumption that members will be
chosen by consensus of all concerned users. In all three cases, no formal votes were taken on the persons
nominated for membership in the EC. On the contrary, in all cases, there was not even sufficient
voluntary interest in membership, so residents had to be pressured by their neighbors to volunteer for duty
on the EC.
In Vellukara, after the GP Board made the decision to fund the Sebastian Nagar scheme, the ward
representatives invited residents from both of wards to a meeting in order to form an Executing
Committee for the purposes of construction. During the meeting, response of residents to participate on
the EC was poor, and these residents had to be nominated and pressured to sign up for this commitment.
Consequently, EC membership was more a result of social obligation than altruistic imperative to help
others or even themselves.
This motivation by obligation had adverse effects on the self-regulation of provider behavior
through the active participation of multiple members in financial matters. The existence of apathetic
individuals on the EC did not create a credible source of vigilance. Other EC members' lack of interest
allowed for procurement by the chairman to go unsupervised. In the absence of regulation by other EC
members, collusion occurred between the contractor and the chairman.
As opposed to internal vigilance, local governmental oversight on the EC's spending is performed
by the Task Force Committee (TFC). The TFC is supposed to visit the construction site to confirm that
money being spent is actually resulting in physical scheme progress as well as to guarantee that
construction is on schedule and as per the specifications of the design approved by the Block Level
Expert Committee (BLEC).
Membership of the TFC differs significantly between panchayats, depending on the interest of
local experts. The convenor of the TFC for drinking water is supposed to be a government official, such
as the local KWA engineer or the Irrigation Department engineer, and the chairperson is supposed to be a
community volunteer. However, with the resistance of the KWA staff and other government workers to
participating in the People's Plan Campaign, the SPB has had to loosen the requirements for the TFC's
composition. As a result, the TFC has been more of an ad hoc committee of individuals inexperienced in
infrastructure projects. This inconsistency in quality of TFC membership has resulted in an inability to
ensure that the TFC is also a credible monitoring body. Additionally, the authority of the TFC is not
independent, but depends on support from the GP. In cases were this support is lacking, credibility also
breaks down.
In Vellukara, TFC members commented that the GP Board does not regard them as a credible
source of advice and monitoring. The chairman of the TFC for drinking water and public health is a
former medical doctor. Because there are no individuals with technical proficiency in water supply
planning on the TFC, the committee is not taken seriously by the GP Board. This is due in part to the
unofficial status conferred on the TFC according to the People's Plan guidelines as an advisory board
comprised of volunteers. Currently, the TFC does not even perform monitoring of construction on a
regular basis, so this mechanism to ensure transparency has broken down.
As a contrast in Mundathicode, the TFC actually visits the construction site every two weeks to
inspect operations and reports progress back to the GP Board during semi-monthly meetings. The GP has
a strong commitment to adherence to procedures, including the monitoring role of the TFC. Therefore,
because of its strong relationship with the GP, the TFC does present a credible threat to enforce rules and
behavior. In the case of Peringandur, with the assistance of TFC members, the EC purchased materials
according to the procedures established by the GP Board. As per instructions, the secretary and the
chairman of the EC solicited more than three independent bids for the pump. They chose with the lowest
quote, which was presented by RAIDCO, the state cooperative for construction materials.
As a cornerstone of the People's Plan policy framework, local residents are assumed to function
as a vigilant authority that ensures procurement by the local water authority according to regulation. For
example, as a measure to increase information about construction management, the State Planning Board
requires that a sign be erected at the site of construction that details the project's budget, so that residents
remain informed about expenditure. To follow the logic through, providing this budgetary information
empowers ordinary citizens to uncover discrepancies and question spending and therefore puts pressure
on the fund managers to spend appropriately.
However, the cases present evidence that this type of self-regulation in construction faces some
significant obstacles. First, the technical complexity of infrastructure construction limits the possibility
for ordinary citizens to monitor and measure construction. Related to this, the details and conventions of
financial budgeting for these types of projects are also difficult for persons with no training in auditing or
accounting. Therefore, the effectiveness of increasing budgetary information to users for reducing
corruption would depend on the technical and financial complexity of the scheme.
In both Mundathicode and Narikunni, the EC erected a large sign in the community itself, which
detailed the budget and expenditure. The sign was updated on a weekly based. Information on spending
easily was accessible to the public during the process of construction. In Mundathicode, with a small
pump and line distribution system, users were able to understand the technology and costs involved, and
therefore presented a credible source of vigilance.
However, in Vellukara, the beneficiaries did not form a credible institution to ensure the
accountability of the EC because of lack of community capacity to monitor procurements. Local
residents did not possess the skills or knowledge to make sense of budgets, which included a lot of
technical specifications. Users were given small booklets containing the budget for the Sebastian Nagar
construction, but they were not able to make sense of the information contained therein. In an example
given by a contractor, users would not know how many bags of cement are necessary to complete a
particular task, much less have the time to actually count how many bags are delivered.
Blanket expectations that residents can form a strong monitoring body vis-A-vis contractors and
other technically savvy actors in all situations is misplaced. Sebastian Nagar is a larger system with
greater technical complexity, so only trained professionals would present a credible authority for
accountability. Unfortunately, the lack of active oversight from an independent group competent in issues
of system construction allowed for corruption at the lower levels. On the other hand, projects, like the
one in Mundathicode, that have an external, technically trained organization, i.e., the TFC, to perform
construction oversight are more successful in reducing corruption and increasing accountability of the
local water provider.
Creating Incentives for Monitoring
By taking money out of the hands of politicians and giving it directly to the citizens that benefit
from that money, the transfer of funds to the Executing Committee is supposed to reduce corruption and
increase efficiency of spending because control over funds is handed to individuals that have an incentive
to spend it honestly. This practice is consistent with the People's Plan policy's reliance on self-regulation
by beneficiaries: as self-regulation increases, the need of government oversight decreases. However, these
cases show that not all schemes are implemented by users, so that this incentive does not always exist.
The problem stems from the absence of clear guidelines by the State Planning Board to restrict
EC membership to scheme beneficiaries, which allows actors with other motivations to become involved
in the EC. The introduction of individuals from outside of the beneficiary areas destroys the self-
regulating incentive system. In such a situation, those EC members not receiving any direct benefits from
the scheme construction do not necessarily have an incentive for efficient or honest use of resources.
In Vellukara, lack of beneficiary interest in participation is not the only reason for inclusion of
residents from outside of the community on the EC. Through interviews with members of the GP
government, it is common knowledge that the chairmanship of the EC is a political spoil granted to a
friend or political ally of the local ward representative. As a standard practice, the contractor gives five
per cent of the awarded contract to be split between the chairman and the ward representative. This
money is difficult to detect because it is hidden in padded contracts with slightly inflated cost figures. In
fact, a contractor bragged during an interview that these kickbacks are so well hidden in receipts that even
the BLEC would find it impossible to pinpoint them.
In Mundathicode, the officers of the EC were actually selected from residents within the
beneficiary community in an initial meeting. Unlike in Vellukara where officials were appointed by ward
representatives, residents of the Peringandur scheme had an active say in entrusting operations to follow
beneficiaries. Because EC members considered the money to belong to the community and not to any one
individual, the EC registered an official society with the appropriate state authorities, clearly removing
charge for the water scheme out of the hands of any one individual and placing it in the institution. This
action also permitted the opening of a bank account in the name of the water society itself, and not the
convenor or chairman. This further reduced the concentration of financial power with a single person.
In Narikunni, the members of the Executing Committee were chosen from among beneficiaries in
a general body meeting. Those chosen had to publicly acknowledge their commitment by signing an
agreement with the convenor of the EC that they would fulfill their duties. In turn, the convenor signed
an agreement with the Implementing Officer as per SPB regulations. These formal and public
commitments created strong incentives for EC members to act appropriately, especially in the face of
social pressure.
The effectiveness of the TFC's monitoring efforts is tied to the incentives it faces to vigilantly
perform its role. The lack of authority erodes the incentive for the TFC to attempt to monitor the provider.
In Vellukara, the GP Board's purposeful disregard for the TFC has diminished TFC members' enthusiasm
or desire to engage in monitoring. Membership in the TFC has dropped from 50 participants down to 15.
What's more, the People's Plan policy puts no restriction on the participation of EC members in
the organization that is supposed to monitor the EC, namely the TFC. This policy omission creates the
perverse incentive for members of the TFC to be lax in exposing misconduct. In Vellukara, a conflict of
interest exists because many of the TFC members are themselves convenors of other projects. In an
interview, a member of the TFC suggested that TFC members often overlook misconduct by members of
the Executing Committees so that their own misconduct on Executing Committees will likewise be
ignored.
Reliance on vigilance by residents assumes that customers are willing to make the effort, in terms
of time and energy, to monitor the local water authority. The incentive to give up time for this purpose,
which constitutes an economic opportunity cost, would increase as personal investment of the users' own
money also increase. Table 6a summarizes the cash contributions of beneficiaries in each of the three
schemes.
Table 6a: Cash Contributions toward Construction Costs of Projects:
Mundathicode, Narikunni and Vellukara
Scheme Number Total Cost Total Cash Mandatory Average
of Cost of Covered by Contribution Cash Cash
Househol Project the by Contribution Contribution
ds panchayat's Beneficiaries Per Per
funds Household Household
Peringandur 100 Rs4.5 lak Rs3 lak Rs1.5 lak Rs50 Rs1500($25)
Scheme, ($11,250) ($7,500) ($3,750) ($1.25)
Mundathicode
Mayard Vala 102 Rs5.5 lak Rs4.3 lak Rs1.2 lak Rsl,000 Rsl,176
Scheme, ($13,750) ($10,750) ($3,000) ($25) ($29)
Narikunni
Sebastian 110 Rs2.7 lak Rs2.7 lak 0 None 0
Nagar Scheme, ($6,750) ($6,750)
Vellukara I I I I I I _I
In Mundathicode, users were required to contribute Rs50 ($1.25) in order to join the society of
water users. In Narikunni, residents had to pay for the entire cost of a private connection, Rs1,000 ($25)
in order to hook up to the distribution line. In Vellukara, the GP Board did not ask for any monetary
contribution from users. In interviews with Sebastian Nagar residents, many expressed the attitude that
scheme construction is the panchayat's business, using panchayat money, so they have no interest in
being involved in construction, including monitoring.
Not surprisingly, individuals make more effort to watch and regulate an organization when it
directly utilizes their own money, as opposed to the case when an institution spends other people's
money, i.e., the general panchayati funds. The general body meetings in Mundathicode and Narikunni,
which constitute the main mechanism for expenditure review, enjoy high user turnout. However, in
interviews with users in Sebastian Nagar, users thought it should be the GP's responsibility to deal with
issues of money, not their own.
Disbursement
According the SPB orders, a staggered disbursement of funds during the construction period is
the main attempt by higher levels of government to ensure that funds are being spent according to the
project's estimated budget. The total allocated money is broken up into 4 payments to the Executing
Committee. Other than the initial advance, additional monies are only given upon presentation of receipts
that have been approved by the project's Implementing Officer (10) and presented to the panchayat
secretary. In the case of water projects, the panchayat secretary acts as the IO. Without these receipts,
money will be denied. At scheme completion, an independent inspector, e.g., an engineer, takes physical
measurement of the scheme to ensure that it has been constructed in good quality and fully completed
before the funds are given to the EC for payment of final bills.
These external audits are not concerned with how financial transactions occur, but whether the
minimum amount was spent. In fact, this mechanism can work to undermine user oversight, since swift
spending often requires concentration of spending power.
In Narikunni, the EC did not purchase the materials, but instead acquired hardware through the
panchayat government. Because the EC, as well as the panchayat government, had to spend at least 75
percent of its initial allotment to get additional funds, it created a pressure to spend money quickly.
Centralized GP procurement of materials for all construction projects presented the best opportunity to
accomplish this goal. However, by taking procurement out of the hands of the Executing Committee and
concentrating it in the hands of one or two officials, the attempt to increase transparency by placing
financial responsibility among a large group was defeated. Fortunately, the GP opted to purchase
materials from RAIDCO, thus eliminating the possibility for misconduct by private vendors.
The People's Plan policy relies heavily on user interest in monitoring, without fully examining
whether incentives exist to create such interest. Increased capacity makes a user monitoring bodies more
credible, so that actors will have less incentive to cheat in the first place. However, capacity for
monitoring varies among user groups according to their own prior experiences in water management as
well as contextual factors like scheme complexity. In the case where incentives and capacity for
community monitoring are absent, transparency collapses and corruption can follow. These cases provide
evidence that local self-regulation should be supplemented with oversight from external authorities with
the capacity and skills to monitor construction.
C. Transparency in Operations & Maintenance (O&M)
Because the People's Plan policy framework neglects to address institutions for on-going
schemes initiated with People's Plan funds, the state has created no formal governmental oversight for the
O&M of local providers. In the complete absence of such regulation, customers form the only
constituency for ensuring uncorrupt and fair transactions in O&M. Relying on citizens to be the
watchdog for abuses and misconduct of the local provider requires increasing their access to information
and processes of decision-making.
Foremost, customers should have a clear understanding of who exactly is responsible for O&M
and how problems can be resolved to avoid disruptions in service that cause unreasonable hardship.
Much like construction, transparency in O&M also concerns the openness of financial transactions and
spending on routine maintenance and upgrading. Information on revenue and expenditure for system
operation should be easily available to users. This freedom of information helps to reduce corruption
within the local provider on routine expenditures; additionally, it aids users in making informed decisions
on future improvements with a realistic understanding of available financing.
The single community nature of the scheme and reduced size of the group of customers permits
forums in which all customers can participate in a review of the operations. But explicit efforts, in both
time and self-education, on both the part of the local authority and users must be made in order to make
such review and auditing forums successful. Again, incentives for residents to participate in such
watchdog institutions are directly related to the importance of proper water services to their well-being.
Both lack of alternative sources and monetary investment in the scheme, often in terms of user fees, serve
to increase the importance of a well-functioning scheme in their view. Table 6b shows the O&M costs
and fees for all three schemes.
Table 6b: Costs and Fees for Scheme O&M:
Narikunni, Vellukara and Mundathicode
Scheme Type of Distribution Average Monthly Monthly User Fee
O&M Costs
Mayard Vala, 102 Private Rs3,250 Rs30 ($.75)/first 4,500
Narikunni Connections ($81.25) liters
Rs 10 ($.25)/additional
1,000 liters
Sebastian Nagar, 24 Public Taps Rs2,000 ($51.00) None, then Rs 10
Vellukara ($.25) per household
Peringandur, 22 Public Taps Rs750 ($18.75) Rs1O ($.25) per
Mundathicode I household
Institutions to Increase User Information about Operations
In Narikunni, the members of Beneficiary Committee (BC) in charge of O&M meet monthly to
collectively review costs and revenues of that month's operations. This serves as an internal audit of the
accountant's handling of monies. To increase residential oversight of financial transactions, the BC has
instituted bi-annual general body meetings of all scheme beneficiaries in which the accounts for the
previous six months are presented. During the meeting, the members of the General Body select two
individuals among themselves to perform a more formal and thorough audit of the accounts and report
these results back to the community.
In addition to formal presentation at membership meetings, users are permitted to look at the
accounting ledgers, which are kept in a neighborhood house. In interviews with numerous users, they
were able to state where the accounts are located, even though none have gone to review them.
Personally knowing the members of the BC puts customers at ease about appropriate spending of funds.
The customer's monthly bill is determined by meter readings. Measurement is recorded on cards
that users keep in their possession. The fee collector, Mr. Babu, has taught customers how to read their
own meters, and the customer is present while Mr. Babu records the usage and fees. Many customers
interviewed expressed a satisfaction with the system of billing, because it allows no ambiguity as to how
much they owe.
In Mundathicode, the BC holds an annual meeting to review the finances of the scheme. During
this meeting, the accounts for the previous year's operations are read out loud. Time is permitted for
users to ask questions about specific expenditures. The detailed public statement of expenditure helps to
encourage users' willingness to pay for services, since they can see exactly how their money is being
utilized to their benefit.
For fee collections, one household per public tap is in charge of collecting Rs10 ($.25) from all
houses that utilize that tap. For each payment received, the customer is given a receipt for proof of
payment. The collecting household is then responsible for giving the collected fees to the BC Treasurer.
By delegating the collection power outside the BC, the persons in charge of collection act to ensure that
the revenues collected are reported in the accounts.
In Vellukara, there is no user oversight of finances relating to operations. Users are not presented
with any information on operation costs, and they are not involved in decisions on water pricing. Instead,
users are expected to passively receive the any benefits the local provider decides to bestow on them, and
no mechanisms have been established that allow them to effectively influence the provider's behavior.
Institutions that Provide for Direct User Decision-Making on Critical Issues
In Narikunni, the general body meeting also provides an open forum for the BC to present
suggestions for improvements and changes in the scheme's physical and managerial operation and to
solicit responses or further suggestions from users. The BC presents users with a full account of the
actual status of operations. In this manner, major decisions on operations are taken by consensus of all
the well-informed users, instead of being decided upon by elite cadre of officials and then mandated to
users.
One important aspect of O&M that was openly resolved in the general body meeting was the
determination of the user charge. Information was presented to users as to the estimated costs of
operations and realistic tariffs for different levels consumption that would best cover those costs. The
original tariff of Rs30 ($.75) for an initial 4,500 liters and Rs10 ($.25) for every additional 1,000 liters
was decided by the consensus of the users at the first general body meeting.
After the first year of operation, the BC faced a financing crunch because increased electricity
charges no longer allowed the current user fee to cover monthly operating expenses. The cost per unit of
electricity had almost doubled from Rs1.35 ($.03)/unit to Rs2.20 ($.05)/unit. Instead of taking unilateral
action, the BC presented this problem to users, along with different solutions for correction of the budget
deficit. Some of the solutions presented by the BC were: to increase the monthly rates in order to cover
the new costs; to construct an additional, lower overhead tank using scheme savings to reduce the costs of
pumping; or to have families deposit an additional Rs 1,000 in the scheme account so that the incremental
power costs could be covered by the interest paid on these deposits. Using this information, it was up to
the customers to decide which solution they preferred. In a recent general body meeting, residents
debated the pros and cons of these different options. Ultimately, users decided to utilize the project's
current savings, almost Rs20,000, to construct a lower overhead tank so that pumping costs would be
reduced.
In Narikunni, the local authority has been successful in creating a monitoring group comprised of
the users themselves, much like the one envisioned by the People's Plan. The transparent operations and
bookkeeping is the result of deliberate institutions established by the members of the BC. Certain
conditions that exist in Mayard Vala are necessary for the implementation of transparency and
accountability using customers as the primary overseer. First, the small size of the scheme facilitates
users meetings in which customers can be involved in decision-making on substantive issues.
Additionally, the low complexity of operations permits easy understanding by users of financial
requirements and cash flows, so that they are capable of evaluating budgets and expenditures.
In Mundathicode, the annual general body meeting also functions as an arena to solicit user input
for scheme improvements. At the most recent general body meeting, the users had decided to upgrade the
system to include household connections. The BC Chairman responded to this users' request by
approaching the Ward Representative about the possibility of raising this issue in the grama sabha in
order to receive additional panchayat money for continuing system progress. However, all panchayat-
level funding has been put on hold with the introduction of a new planning framework and funding from
external donors.
In Vellukara, lack of transparent procedures for problem resolution lead to water disruption for
over three months. The water provider, the GP, refused to present customers with a true and accurate
picture of operations, because the Ward Representative had committed to providing free drinking water to
his neighborhood. While the GP was willing to take responsibility for electricity and material costs of
O&M, it wanted to pass the responsibility for daily pumping to another party in order to avoid the
expense of hiring a permanent pump operator. The GP Board collectively decided that they could get
around this problem by recruiting volunteers to operate the pumps.
When the pump operator began to ask for monetary compensation for time spent, the GP Board
purposefully obfuscated their responsibility in O&M in order to avoid decisive action on monthly
payments to the pump operator. GP representatives were caught between having publicly announced a
commitment to provide free water to residents of Sebastian Nagar and a refusal to take responsibility for
personnel costs of pumping water. Instead of clearly informing user about the nature of the problem, the
area representative, Mr. Sajeevan, asked users to give a voluntary contribution of Rs 10 ($.25) monthly to
help out the pump operator. Without imposing a required user fee, Mr. Sajeevan was hoping to
sufficiently compensate the pump operator while still being able to claim that the panchayat government
was providing "free" water.
Over time, the users contributed less money, with no donations during the rainy season, so the
pump operator ceased operation until he received a monthly salary of Rs300 ($7.50). When he approach
the GP Board, the Board told him that it was the users' responsibility to pay his wages. At the same time,
when users complained about interruption in service, the GP Board blamed the pump operator, stating he
was not a team player and refused to volunteer to help the community as he had originally promised.
Ultimately, the situation was resolved in a meeting of the users, where they were told by the Ward
Representative that they had to pay a monthly user charge of Rs10 ($.25).
With the absence of governmental regulators, the transparency and reduction of corruption in
local water provision rests precariously on the incentives to the local provider to make O&M processes
accessible and open. These incentives are not an automatic consequence of bringing water provision
closer to the users. All cases present extreme contrasts in the processes adopted by local providers to
increase transparency. In cases where users themselves are in charge of O&M, they deem it important to
completely include fellow beneficiaries in decision-making, which requires greater information.
However, in the case of Vellukara, because of political incentives to gain good favor with the electorate,
the local authority try to hide problems with O&M by misleading users about both the obligations of the
provider and the customers. There is no process to allow for users to uncover the true story on their own.
These cases show that primary reliance on user oversight of local provider behavior in devolved
water services does not always hold equal promise for increasing transparency and reducing corruption.
Local actors often lack the credibility and incentives to perform effective monitoring. Particularly in
projects, such as piped water systems, that require some level of technical expertise, it is unrealistic to
assume that regular citizens possess the capacity to understand and evaluate provider actions. Without
this capacity, they do not pose a credible threat for sanction and do not deter misconduct by the local
provider. Additionally, the People's Plan Campaign places a high reliance on volunteerism in
monitoring. Since individual motivations for monitoring are highly variable and are calculated on the
personal benefits versus costs for a particular service, customers' incentives to monitor do not equally
exist in all communities, or for all services.
Additionally, use of internal and local monitoring places an over-reliance on social pressure to
keep the provider well behaved. The motivation to maintain social standing and reputation has limitations
in forming an incentive for providers to act responsibly. Common knowledge of misconduct, such as in
the case of Vellukara, proves insufficient, so it must be accompanied by some type of sanction
mechanism. The local monitoring bodies' power to sanction should be independent of other actors'
commitments to transparency, such as the GP. These factors point to the importance of increased
consideration of external, possibly higher level, monitoring authorities that possess the necessary
expertise and sanctioning power.
Chapter 7: Conclusion
The flexibility of the People's Plan policy framework allowed for experimentation by local
governments with the form and composition of local institutions for service provision. The cases in this
thesis illustrate that success in achieving more responsive and transparent water provision at the local
level depends on developing institutions that address the issues of information quality, provider incentives
and credibility of and incentives for effective monitoring of services. The quality of information on
demand must increase from simple petitions for assistance to include details on availability of substitutes,
importance of seasonal shifts in demand and willingness to pay. In the cases of Mundathicode and
Narikunni, collection of these details greatly improved the local provider's responsiveness as users had
direct access to the planning process. However, provider action on better information will only occur
when incentives to incorporate this information coincide with the provider's interests. Finally, limitations
to the effectiveness of self-regulation of the local provider exist due to the limited capacity and credibility
of local level monitoring bodies.
The cases also raise awareness of potential pitfalls that can occur when a set of services is
devolved to local authorities without consideration of the unique features of each service. The shift in
provision of drinking water to local providers in rural Kerala is occurring due to a larger, more
generalized framework of decentralization for service provision. As a result, the policy does not address
issues that are specific to planning and implementation of drinking water schemes, especially technicity,
i.e. the technical complexity of a scheme, and longevity. Neglect of these two issues has direct
ramifications for the creation of more transparent and responsive water providers at the local level.
Importance of Quality of Demand Information
Better information about demand preferences is one key to improving the local provider's
responsiveness to these preferences. These cases show that local governments are not categorically more
informed about preferences simply because they are physically closer to constituents. In fact, this
assumption, often held by local governments themselves, works against efforts to create mechanisms that
foster a better understanding of particular preferences. In Vellukara, the panchayat government thought
they were acting in the best interest of the community, which caused them to fail to gather important
information about the nature of demand in Sebastian Nagar.
However, placing water services planning at the local level can foster the creation of mechanisms
for better information collection. While local political representation of a community's needs holds
limited promise for better demand information, direct involvement of residents in the decision-making
process does improve information. In Mundathicode, the Task Force Committee collected first hand
information on demand through both residential participation in the committee as well as direct research
in the communities. Additionally, collaborative decision making on system design in the cases of
Mundathicode and Narikunni permitted direct user input, which led to modifications in standard
governmental schemes that service with year-round, public tap distribution. While this is not entirely
surprising, People's Plan procedures create no institutional framework for this type of participation.
Community participation was effective when preexisting capacity within the communities for
handling issues related to water delivery existed. In the cases that involved collaboration between users
and the provider, greater responsiveness to user preferences was achieved because users had a coherent
and well-developed conception of their needs and constraints. Given that capacity is heterogeneous
across communities, this precondition of capacity raises questions for policy makers in Kerala. If direct
participation is the primary vehicle for better demand information, what policies can be instituted to
increase this capacity? And in the short term, where capacity is absent, what other mechanisms can be
developed to increase quality of information regarding preferences? The pivotal role of Mr. Babu, an
informed and trained intermediary, presents a possible answer to this problem. Non-governmental
organizations, or other independent sources of capacity, can help community's develop their ideas for
presentation to the provider.
The minimum spending requirements for disbursement of funds creates a disincentive for more
collaborative processes between the provider and users on design issues. Quick action on spending can
only be performed either where community consultation does not occur, as in Vellukara, or where the
community already has a preexisting conception that allows the provider to act quickly, as in
Mundathicode and Narikunni.
Under the existing framework, direct participation of users in decisions on services can be used in
other services that benefit a defined community, such as electricity or irrigation. As noted above, a
concentrated and capable interest group improves the ability for user participation to produce better
demand information. As such, user participation is not a mechanism that can be imposed uniformly
across services to improve responsiveness. In services that have a more general and dispersed
constituency, such as roads or public transportation, it would be more difficult to use direct participation.
In a policy framework that is devolving multiple services at once, this presents a challenge to policy
makers to find an array of different mechanisms that account for the particular characteristics of a service
and its beneficiaries to elicit better demand information.
Creating Incentives for Local Service Provider
These cases challenge the idea that locally elected governments automatically have an incentive
to act on user preferences, either because of voter pressure or public altruism. Since the interests of local
government rarely coincide with the interests of constituencies, policy makers at higher levels must be
more explicit in creating incentives for local governments that play into their interests. As in the case of
Vellukara, local providers can choose to be evasive of O&M responsibilities and create obstacles for
approach by customers regardless of proximity.
In the cases of Mundathicode and Narikunni, local governments faced a financial incentive to
increase user autonomy in the decision making, which resulted in schemes that better addressed user
preferences. In Vellukara, local governments did not face the same benefit because of a refusal to
institute user payment of scheme costs. The People's Plan policy framework could require new schemes
to be paid for, in some part, by users, which would help create a positive incentive for local governments
to increase user autonomy, as well as generate motivation for users to demand more voice in design.
Some services cannot be funded by direct user fees, and therefore do not provide the incentive of
fiscal relief to local bodies. In the case of law enforcement for example, only local governments have the
authority to provide such a service, and therefore, would not stand to benefit financially from increasing
user involvement in service decisions. Alternative incentives must be found for these types of services.
As for on-going operations, these cases also highlight the frailty of reliance on social obligation
as the primary incentive to motive individuals to provide operations and maintenance services to a
community. First, such arrangements assume the pre-existence of a minimal level of social capital, which
is unrealistic given the range of communities the policy affects. Social capital tends to be effective in
very specialized contexts, such as tight settlement patterns and historical efforts in community
organization. Second, over reliance on informal arrangements prevents the creation of more formalized
institutions that incorporate multiple incentives, such as salary and increasing service benefits.
These cases highlight the frailty of a regime based on volunteerism and social capital as the de
facto management institution for rural water schemes, because it is highly leveraged in the
entrepreneurship of a few motivated individuals. This especially true when the model for decentralized
water system administration is imposed on a community, without consideration of their own preference
for a management regime. In the Peringandur scheme, the exit of Mr. Ragavan would pose the real
possibility of the scheme's collapse. In Vellukara, the exit of the volunteer pump operator did cause such
a collapse, since there was no community consensus regarding the panchayat government's conception of
volunteering in operations.
How realistic is it to expect this enthusiasm among users and community leaders for collective
action in water service for years onward? If this is not a viable model, then what other incentives should
be created in the policy framework to ensure actors continue to perform their duties? In light of the fact
that the People's Plan makes no explicit arrangements for on-going projects, these concepts should be the
topic of future research in Kerala.
The State Planning Board creates a planning and implementation process emphasizing projects
with a one time, mass mobilization of resources and skills. While the construction of water distribution
systems conforms to this notion, on-going water delivery to households on a daily basis is something very
different. The government's devolution policy does not systematically address the matter of O&M
responsibilities, an aspect of a water project that fundamentally affects the project's sustainability. The
importance of this issues extends to other on-going services, such as health care provision and electricity.
While one time volunteer efforts are effective for construction, as with roads or irrigation canals, even
these projects have some on-going obligation of maintenance that remains unaddressed in the current
policy.
Conditions for Creating Credible Internal Monitoring Mechanisms
The People's Plan's heavy reliance on self-regulation to guarantee transparency ignores the
importance of the credibility of the monitoring body, which is derived from its capacity vis-A-vis a
particular service and from real enforcement powers. The technical nature of many services presents a
challenge to strong capacity at the community level. Hence, the expected effectiveness of purely
customer oversight in deterring local provider misconduct is unrealistic. However, the People's Plan
policy institutes the same user-based vigilance, with limited governmental oversight, for technically
complex water systems as for other projects.
The cases show that there are limitations on creating credible internal monitoring of schemes,
primarily due to the technical and financial complexity of the scheme. As such, it is important to
recognize differences in the nature of various services in order to provide competent external monitoring
when a service has a high level of technical and financial complexity. Water provision requires a
significant level of technical expertise, which should be not expected in the general population.
Additionally, it is important to recognize that different social groups vary in their literacy and education,
which means that those who are disadvantaged, like the SC/ST communities, have a greater probability of
being taken advantage of.
Even within the provision of a single service, the different stages of service provision differ in the
complexity of administration. In particular, these cases of water provision show that the large scale and
multiple layers of details of the construction process make external monitoring more necessary during
construction than during on-going operations. Attempts to increase information to users about
construction, such as public signs and information pamphlets, fall flat when users do not possess the
ability to make sense of this information. In the case of Vellukara, user did not form a credible
monitoring body for more savvy contractors.
Even more institutionalized attempts to achieve local level monitoring, particular through the
Task Force Committees, are sometimes ineffective because of lack of technical expertise. Additionally,
as voluntary organizations, these committees have no independent power to sanction poor performance,
which further reduces their credibility. Policy makers should recognize that local bodies need to rely on
more than social pressure and shame to enforce good behavior, especially for actors who might be outside
of the social network, such as contractors. Other sanctions, such as permanent blacklisting from future
panchayat contracts or punitive damages, would be more effective in disciplining provider behavior.
For other services with increased technical and financial complexity, such as electricity, self-
monitoring will also fail to enforce good behavior of the provider. Local governments should institute
procedures for periodic external monitoring by a body of experts. Often, monitoring by peers, as with
Vellukara's Task Force Committee, is ineffective, so more objective and higher level bodies will present
a more credible threat.
Creating Incentives for Internal Monitoring
Internal monitoring is predicated on the assumption that as recipients of service benefits, users
have a built in incentive to be vigilant. However, the cases show that users calculate the cost of efforts to
monitor the local provider with the benefits they receive as well as their personal investment in the
service operation. If they perceive the piped water provision to greatly improve their quality of life, i.e.,
by reducing arduous carrying of water and significant time investments, they have more of an incentive to
act. This observation underscores the importance of provider responsiveness to local demand, because
only systems that address local preferences will be maintained through monitoring by users.
In Kerala, this issue is especially important because problems with water scarcity are variable
throughout the year and competing sources often exist. The incentives for self regulation thus vary by
case and by season. Individuals who have to walk one kilometer on hilly terrain for water year-round, as
in Mayard Vala, are apt to be more vigilant about regular service than those who can use the panchayat
wells at 50 meters, as in Sebastian Nagar. Policy makers must understand these nuances in determining
whether user monitoring will be sufficient.
In addition to the value of a scheme to improving quality of life, monetary contributions to the
capital costs of the scheme as well as ongoing operations act as an additional incentive to ensure proper
service and efficient use of funds. Even though they had contributed labor, beneficiaries in Sebastian
Nagar expressed apathy toward financial support of the scheme since they made no monetary
investments. However, the contribution of capital in the other two cases raised awareness of financial
operations. This area warrants further research to contribute evidence to the growing body of literature
that advocates user capital contributions for achieving greater sustainability.
The Role of Politics
Due to the limited time in the field and in each panchayat, this thesis only provides preliminary
answers to the question of why institutional innovations arose in some cases and not in others. An
understanding of local level politics can help explain the motivation for actors, like the panchayat
presidents, to create better incentives and accountability mechanisms. Future field research should be
conducted to undercover these political subtleties.
The Future ofDevolved Services in Kerala
The primary reason to prefer the policy tool of devolution of water provision to one of reform of
the centralized KWA provision follows directly from much of the donor literature, which advocates for
abandonment of an unresponsive central service provider in favor of either privatized or decentralized
provision. The political reality in Kerala makes reform of the sector easier through devolution of water
provision rather than trying to reform the KWA. Efforts to rationalize of staff or implement new
management policies based on performance have been fiercely opposed by unionized KWA staff. These
unions enjoy strong political connections to state-level politicians, which help to foil reform efforts.
Recent orders to post KWA engineers in rural areas in order to help improve representation and action in
these neglected areas have been effectively resisted.
Given this political reality, local authorities do present the most realistic opportunity to create
more responsive and more transparent service provision in Kerala. Particularly in rural areas of
developing countries, due to scale and goals, devolved water provisions logistically permits for more
direct user involvement than can centralized suppliers. Given the water supplier's the lack of attention
and competing incentives, direct involvement seems to offer the greatest promise for increasing
responsiveness in water planning.
Additionally, though incidents for corruption do not disappear, the disaggregation of procurement
does seem to have a positive effect in reducing the dollar amount of corruption. Because of the reduction
in contract values, the rewards for collusion no longer warrant the efforts required to organize to such
end. While recognizing the difficulty of documenting and quantifying such results, future research would
help confirm whether anecdotal evidence presented by these cases does indeed point to reduction in
corruption.
While not directly dealt with in this paper, preliminary data from Kerala seems to suggest that
devolution of water provision does result in more efficient use of resources by locally-based groups than
by centralized suppliers. More systematic comparison between schemes with identical technologies and
customer bases constructed by local bodies and by the KWA would confirm this intuition, in terms of
both capital expenditures and O&M costs.
Devolution offers many opportunities to increase responsiveness and transparency of service
provision. In order to realize these opportunities, policy makers must begin to look beyond a uniform
policy framework for devolution of all services. Each service embodies different characteristics that
require a mix of institutional arrangements, which are neither purely central nor purely devolved, in order
to achieve the goals of better responsiveness and transparency. While, devolving decision making does
appear to hold the key to improving quality of demand information, higher levels of governments have to
structure incentives to make local providers act on this information. While informed and trained local
populations can act as an additional monitoring body for local provider, governments must provide
valuable assistance in monitoring and enforcement when variations in local capacity and incentives exist.
Recognizing the necessity of this mix represents the first step in creating a nuanced policy framework that
addresses the motivations for institutional actors to change and to improve service performance or
delivery.
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Appendix A: KWA User Charges: 1991 to Present
Source: Kerala Water Authority. 2000. White Paper on Kerala Water Authority, Volume 1. Kerala
Water Authority: Thiruvananthapuram, India.
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Appendix B: KWA Financial Performance, 1984-1999
Source: Kerala Water Authority. 2000. White Paper on Kerala Water Authority, Volume 1. Kerala
Water Authority: Thiruvananthapuram, India.
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Appendix C: Schedule of Research in panchayats
Dates Location Collaborating Organization
June 16-24 Mala and Vellangullar panchayats Social Economic Unit Foundation
June 19, July Mundathicode panchayat Centre of Science and Technology
18 and 19 for Rural Development
July 4-12 Narikunni panchayat Social Economic Unit Foundation
July 13-17 Vellukarapanchayat Centre of Science and Technology
for Rural Development
July 22-26 Padayoor and Karalam panchayats None
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